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Our readers have been favored in the 
last few issues, with some very valuable 
contributions from all sections of the 
country on the subject of domestic ex- 
change and country collections, in aid 
of our attempt to bring out all phases 
of the subject, and, if possible, evolve 
something which might lead to improve. 
ment of existing conditions. Some of 
our contributors have pictured the situ- 
ation as hopeless, while others have 
suggested plans which in their judg- 
ment might be carried out with bene- 
ficial results. It is due to all the writers 
who have so kindly contributed their 
suggestions to say that a large number 
of our readers have taken a great inter- 
est in the published views. This is evi- 
denced in the daily correspondence 
which reaches the editorial room, much 
of which contains especial mention of 
the published articles and the satisfac- 
tion which they afford. In the present 
number, we publish the last of the con- 
tributions which have yet been received. 


New York, JULY 15, 1892. No. 2. 


Others will gladly be welcomed and 
published. If no more are received, 
our next move will be to summarize the 
action so far taken by the various bank- 
ers’ associations in aid of a solution of 
the problems involved. Following this, 
we shall make the attempt to summarize, 
classify, and compare, all that has gone 
before, with a view to a better grasp of 
the entire phenomena. In this labor, if 
interested readers are disposed to take 
a hand, we shall be grateful. 

The plan we have pursued, and pro- 
pose to pursue, is the most effective 
way we know of, of treating this sub- 
ject. As in acourt of justice, no correct 
decision can be rendered until the evi- 
dence is all in; as in a measure before 
congress, the committee requires full 
evidence before submitting its report 
and recommendations; so here, the 
statements and suggestions of experts 
from all sections of the country, their 
testimony of existing conditions and the 
plans they recommend, must necessarily 
be obtained, and weighed, before correct 
conclusions as to the practicability of 
suggested improvements can be reached. 
When we shall arrive at that pojnt 
where the evidence is all in and summar- 
ized, we shall feel that in the matter of 
practical suggestion for solution of the 
problems involved, we are less compe- 
tent than many bankers whose experi- 
ence makes them more fitting. The 
only valuable part of our labor will have 
been in the bringing together, recording 
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and summarizing, information on the 
subject of the highest value. But if we 
do no more, we certainly have done 
something in aid of light upon these 
vexed questions. 


BANKERS, as dealers in or sellers of 

exchange, both foreign and domestic, 
will be interested in the decision from 
Indiana, published herein, as to the 
length of time the fund drawn against 
remains at the risk of the drawer bank, 
and what delay in presentment for pay- 
ment will relieve it from further respon- 
sibility for the continued solvency of 
the drawee. In the case decided, de- 
mand exchange issued by an Indianap- 
olis bank on the ‘‘ American Exchange 
in London, Limited,” which was pre- 
sented two and five months respectively, 
after issue, and payment refused because 
of the drawee’s suspension in the interim, 
is held to have been presented too late 
to hold the drawer in Indianapolis, in 
the absence of proof that the drafts had 
been in circulation, and presentment de- 
layed on that account. Such drafts, the 
court says, are intended to be paid 
without any delay, having in view the 
reasonable convenience of the holders. 
In view of the fact that an item of mail 
can go from Indianapolis to London in 
ten days, the finding of the trial court 
that the holder was guilty of laches in 
presentment, is upheld, there being no 
evidence that the paper was in circula- 
tion, which latter consideration might 
have changed the result, 
_ A memorandum issued with each 
draft that if lost, and not presented 
within six months, a duplicate would 
be issued, is held not to be construed as 
giving the holder six months in which 
to present the paper. 


Or the two classes of property, real 
and personal, the former has been al- 
most wholly excluded in many banking 
systems as a basis of security, for loans 
and discounts, The reason, in brief, 
has been that land is a kind of security 
not readily convertible into money; 
hence unavailable for banks whose obli- 
gations are largely payable on demand. 
Land has been excluded by law from 
the class of securities upon which the 
national banks may loan, but every one 
knows that instances are plentiful where 
the law has been either directly or indi- 
rectly violated. Furthermore, there 
seems to be a growing sentiment in 
many agricultural sections to alter the 
organic law of national banks, so as to 
permit loans upon real estate. As an 
evidence of this desire for real estate 
bank loans, it will be noted that in the 
new banking law of Kansas, the banks 
are authorized to loan upon both real 
and personal security. 

In this connection we desire to 
attention to the suggestion or plan of 
Mr. Edward Atkinson of Boston, pub- 
lished elsewhere, by which land may be 
converted into bankable security. In 
substitution of the land itself, as security, 
which before acquisition requires con- 
siderable investigation as to title, and, 
after default, extended proceedings of 
foreclosure and sale, before money can 
be realized, Mr. Atkinson proposes the 
issuance of rental certificates based on 
the land, registered with a title com- 
pany. These certificates being safe and 
readily transferable would, it is thought, 
be available as a basis for temporary 
loans from banks, from season to season. 
It is unnecessary to here state the plan 
in detail, as that is set forth in the ar- 
ticle itself, and we have no space in this 
number to discuss the suggestion made. 
We merely desire to bring it to the at- 


call 
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tention of our readers, believing that it 
opens up a line of thought which it will 
be profitable to pursue. 


CONSIDERABLE discussion has of late 
taken place over the action of New 
York bankers in refusing to part with 
any more of their gold, for exportation, 
the object being to check unnecessary 
exports to Europe, thus protecting their 
own interests and those of the country. 
The success of any such action on the 
part of the bankers depends upon the 
concurrence of the treasury department 
in refusing to pay gold. Heretofore, 
an exporter went to his bank and secured 
gold certificates, upon which he obtained 
gold coin at the sub-treasury. If he is 


to no longer receive gold certificates 
from his banker, but his demand is to 
be paid in treasury notes or other forms 
of money, it will rest with the treasury 


department to pay gold, or not, at its 
option. 

The protection of the country’s stock 
of gold from depletion by shipments 
abroad, not based on natural trade 
movements and balances, rests in sound 
business policy. The same policy of 
protection is pursued by the principal 
banks in the leading countries of Eu- 
rope. The Bank of England is very 
jealous of her gold, and resorts to vari- 
ous devices to discourage its export and 
retain it in her coffers. At the chief 
money center of this country, however, 
this protective policy is more difficult of 
accomplishment. In England, the gold 
falls under the management and direc- 
tion of a single corporate entity—the 
Bank of England. At this center gold 
holdings being scattered among various 
banks, co-operation and combined pro- 
tective action is more difficult to attain. 

We note that our learned contempo- 
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rary, the Zvening Post, has become terri- 
bly angry at this action of the bankers. 
The editorial dictionary of vituperation 
is brought into requisition, and ‘‘ wise- 
acres,” ‘‘infantile custodians” and other 
pet names are hurled at them with won- 
derful profusion of diction. Strangely 
enough, we had learned to respect the 
judgment and opinions of men whose 
long training and experience in banking 
and finance should eminently fit them 
to deal with such problems, but it would 
seem that we have a supreme judge of 
finance in our midst, towering head and 
shoulders over the babies of finance, 
who have charge of and direct the poli 

cies of our large moneyed institutions— 
one who, when they go wrong, is always 
ready toset them right. How fortunate, 
truly, the banking community of New 
York is to be the proud possessor of 
such an infallible financial sage to whom 
it may look for unerring advice in case 
of need, 

The Post points out certain obstacles 
in the way of the action proposed, First, 
that exporters, refused gold at their 
own banks, would transfer their accounts 
to banks who would not refuse it. It 
must be presumed that this has all been 
duly considered, as also the question 
whether the treasury department would 
fall into concert with the bankers in the 
protective gold policy. The /Pos¢ further 
argues that this course will send gold to 
a premium, utterly forgetful of the fact 
that if we should lose much more of our 
gold, that result would undoubtedly be 
reached in any event. But chiefly we 
object to the fone of the article in the 
Post. Surely at the present day, an in- 
telligent discussion of a financial prob- 
lem is not furthered by such an exhibi- 
tion of churlishness and sarcastic com- 
ment. 
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Tue Lvening Post, certainly, is not in- 
fallible on these questions. Ina recent 
article, by way of instruction to its 
readers on our ‘‘ Variegated Currency,” 
we note the following: 


(8.) Subsidiary coins. These it is not necessary to 
describe... They include everything less than a dollar 
that circulates as money. TZhey are not legal tender 
beyond five dollars. The treasury redeems them in 
legal tender money whenever requested to do so. 


This is anerror. The silver coins of 
less than one dollar denomination are a 
legal tender for ten dollars, while the 
minor coins of copper and nickel are 
legal tender up to twenty-five cents. 
The statutes regulating this subject are 
quoted elsewhere in replying to a sub- 
scriber. 


THE taxation of bank shares under na- 
tional and state statutes, is a prolific 
subject of litigation and controversy in 
many states, between tax officials on the 
one hand, and banks and their share- 
holders on the other, and various are 
the points of difference which only the 
courts seem able to settle. In the pres- 
ent number is published a decision by 
the supreme court of Iowa, which will 
set at rest several vexed questions in 
that state. 

Shares in an Iowa national bank are 
the subject of taxation involved. The 
first point decided is, that in their as- 
sessment, the actual value of the real 
estate must be deducted from the actual 
value of the shares, in fixing the amount 
for assessment purposes. 

The remaining question relates to de- 
duction of indebtedness, and is one of 
considerable importance. In many states 
statutes exist providing for deduction of 
a taxpayer's debts from his property in 
fixing the amount for taxation. These 
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vary in phraseology, and it is unneces- 
sary to cite them. The Iowa statute 
provides that from ‘‘moneys and credits” 
good faith debts of the taxpayer are to 
be deducted in making his assessment. 
In a previous case (Bridgman v. Keokuk, 
72 Iowa, 42) the supreme court of Iowa 
declared that siock in a corporation was 
not a credit, not an indebtedness to its 
owner, but an interest in the property of 
the corporation, and an owner of shares 
in a state corporation, was held not en- 
titled to deduct his debts from his 
shares, the latter not being a credit. 
On the other hand, in a case in the fed- 
eral court of Iowa, (Richards v. Rock 
Rapids, 31 Fed. 505) this right of deduc- 
tion of indebtedness from shares was 
granted to the owner of national bank 
stock on the ground that its refusal of 
allowance would be a violation of the 
law of congress forbidding discrimina- 
tion against the national bank. 

The present decision by the Iowa 
court practically overrules the Bridgman 
case. Stocksin corporations are deemed 
‘*credits” under a construction of all 
the state statutes taken together. Hence 
not only holders of national bank shares 
(directly involved in the case) but hold- 
ers of stock in state banks and corpora- 
tions as well, will hereafter be entitled 
to deduct their just debts from their 
shares, in their assessment for taxation. 
This is quite important for holders of 
stock and officials in state and national 
banks to note. 


WE are compelled to defer the concluding 
portion of our article on the ‘Collection of 
Non-Negotiable Instruments” toa subsequent 
number. 
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THE USURY SITUATION IN ALABAMA 


UCH interest is manifested among 
| bankers in the state of Alabama 
in the final outcome of the case of Zhe 
Birmingham Trust & Savings Co. v. 
Youngblood, which involves the conse 
quences to a bank under the statutes of 
the state, for taking usury. The case 
was recently decided by the supreme 
court with disastrous results to the bank, 
but an application for re-hearing is now 
pending before that tribunal. 

The situation will be stated briefly. 
Alabama is one of the few states which 
in addition to providing a civil penalty 
for the taking of usury, has also made 
it acriminal offense in certain specified 
cases. The legal rate of interest in Ala- 
bama is eight per cent. 


CIVIL PENALTY. 


The civil penalty is as follows: 


‘*All contracts for the payment of interest upon the 
loan or forbearance of goods, money, things in action, 
or upon any contract whatever, at a higher rate than 
is prescribed in this chapter, are usurious and cannot 
be enforced, except as to the principal; and if any in- 
terest has been paid, the same must be deducted from 
the principal, and judgment rendered for the balance 
only.” Code § 1754. 


CRIMINAL PENALTY. 


And the criminal penalty— 

“Any édanker who discounts any note, bill of ex- 
change or draft ata higher rate of interest than eight 
per cent. per annum, not including the difference of 
exchange, is guilty of a misdemeanor.” Code § 4140. 

Comparing these two enactments as 
to parties affected, we note that while 
all classes are comprehended in the civil 
penalty, the criminal penalty has appli- 
cation to bankers only. In other words, 
the taking of usury is only madeacrime 
in case of a banker; all others may per- 


form the act with clear conscience, sim- 
ply paying the penalty of interest for- 
feiture. 


HISTORY OF CRIMINAL STATUTE, 


The statute in question first made its 
appearance in an act ‘‘ to authorize and 
regulate the business of banking,” ap- 
proved February 12, 1850, which per- 
mitted persons or associations desirous 
of engaging in banking to issue circu- 
lating notes on the security of govern- 
ment stocks deposited with the state 
officers. The provision then read: 


“Sec. 30. That the circulating notes to be issued as 
herein provided as money, shall be all made payable 
on demand and without interest ;and any individual 
banker or officer of an association who shall violate 
the provisions of this section, or shall discount any 
note, bill ot exchange or draft at a higher rate of in- 
terest than eight per cent. per annum, not including 
the difference of exchange, shall be guilty of a misde- 
meanor, punishable by fine and imprisonment, or by 
either, to be assessed or determined by the jury, who 
shall try the cause.”’ 


Two years later, this free banking act 
was incorporated in the Code of 1852. 
The section we are considering there 
appeared as follows: 


§ 1417. The circulating notes to be issued by the 
comptroller must be made payable on demand and 
without interest; and any individual banker, who dis- 
counts any note, bill of exchange or draft at a higher 
rate of interest than eight per cent. per annum, not 
including the difference of exchange, is guilty of a 
misdemeanor. 


We see that at this point, officers of 
corporations were dropped from the 
criminal penalty for usury; and that the 
statement of method of punishment of 
the ‘* misdemeanor ” by fine and impris- 
onment is also omitted, 

In the Code of 1876, the same lan- 
guage of the section is reproduced, but 
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is split up, and forms two sections, sec- 
tion 1986 regulating the issue of circu- 
lating notes, while the penal provision 
as to usury, is transferred to, and con- 
stitutes section 4435 in the Code of that 
year. The only change in the section 
from that time to the present, is in the 
omission of ,the word ‘‘ individual,” 
which was omitted on the adoption of 
the Code of 1886, at which time the free 
banking law was repealed, leaving as a 
relic the present section as to usury. 

In 1887, the supreme court of Ala- 
bama, having under consideration the 
section, as it stood before the omission 
of the word ‘‘individual,’’ declared it 
unconstitutional, as violative of the 
principle that no burden can be imposed 
on one class of persons, natural or arti- 
ficial, which is not, in like conditions, 
imposed on all other classes. Carter v. 
Coleman, 84 Ala., Respecting the 
constitutionality of the statute as it at 
present stands, affecting all bankers, 
and not individual bankers alone, the 
court did not decide. They simply said: 
‘*The statute has been since changed, 
with what effect we need not inquire.” 

Having briefly presented the civil and 
criminal usury statutes of Alabama, 
traced the origin and growth of the 
criminal penalty provision, and its char- 
acterization by the court as unconstitu- 
tional when it related to individual 
bankers only, we have sufficiently pre- 
pared the way for a statement of the 
case which has recently come before the 
court for determination, and which 
has aroused such widespread interest 
throughout the state. 


256. 


TRANSACTION STATED. 


The Birmingham Trust and Savings 
Company acquired a thirty-day accept- 
ance of the defendant, by paying or 
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advancing to the drawers its face, less 
about one per cent. which was at the 
rate of 12 per cent. per annum, or in 
excess of the eight per cent per annum 
allowed by law. 


DECISION OF COURT. 


Seeking to enforce it, the paper has 
been declared void by the supreme court, 
and the bank without remedy thereon. 
The chain of conclusions arrived at by 
the court, resulting in this judgment, 
are these: 

1. ‘‘Loan” and ‘‘discount” as applied 
to the present transaction are synony- 
mous terms; and the bank acquired the 
paper by way of discount. So doing, it 
violated the criminal statute. 

2. That statute is constitutional. As 
it formerly stood, directed against indi- 
vidual bankers only, it was declared 
unconstitutional, because applying to 
one set of bankers only. That objection 
being now eliminated, it is now a valid 


and efficacious exercise of legislative 
power. i 

3. The bank 
paper, in violation of the criminal stat- 
ute, it is void and non-enforceab‘e in 


having acquired the 


its hands. On this point, we quote the 
opinion of the court entire: 


‘Tt is equally free from doubt, in our opinion, 
that the effect of this statute on the transaction 
in and by which the plaintiff acquired the draft 
and acceptance sued on would vitiate it in toto 
and avoid and defeat all right on the part of 
the plaintiff under that contract. The title upon 
which plaintiff relies is one which he acquired in 
confessed and palpable violation of a law which 
denounced his act in that regard acrime. The 
doctrine is nowhere more firmly established 
than in Alabama, that no rights can spring 
from or be rested upon an act in the perform- 
ance of which a criminal penalty is incurred, 
and that all contracts which are made in viola- 
tion of a penal statute, are as absolutely void as 
if the law had in so many words declared that 
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they should be so, See Mooc v. Espa.ta, 9 So. 
Rep. 596, where our cases are collated. And 
the logical consequence of the doctrine, in a 
case like the present one, involving the acquis- 
ition of a note, bill or draft by criminal means, 
is that not only is the act of acquisition a crime 
invalid, but the paper itself—the supposed se- 
curity for money advanced in contravention of 
the statute is absolutely void in the hands at 
least ot him who comes by it through the com- 
mission of a penal offense. PENNINGTON v. 
TOWNSEND, 7 Wis. 276; BANK of U.S. v. OWENs, 
2 Peters, 527. 


APPLICATION FOR REHEARING. 


The result thus reached, being a mat- 
ter of much moment to the bankers of 
the state, petition for rehearing has 
been made, which is now pending before 
the court. The chief point made by 
Gillespy & Smyer, attorneys for the 
bank, is that the penal section is uncon- 
stitutional, and an exhaustive brief is 
submitted with authorities on the ques- 
tion, It isclaimed to be unconstitution- 
al class legislation to make an_ usurious 
discount by a banker a crime, while the 
same act by a merchant would consti- 
tute no crime. 

The history of the legislation is also 
traced by counsel, to ascertain the legis- 
lative intent in its enactment. It is 
contended there was no intent to avoid 
the security. Originally, the section 
was part of the free banking act under 
which the state guaranteed the circular 
tion of the bankers, and on non-redemp- 
tion looked to their assets. Certainly 
the legislature could not have intended 
to vitiate those assets, to which it might 
have to look for reimbursement. Rather, 
it is argued, it was intended the statute 
should only operate on the Jerson, the 
officer, the individual banker, who com- 
mitted the criminal act, and not affect 
the contract or render void and non- 
collectible, the discounted paper. And, 


counsel contend, if this was the mean- 
ing up to the Code of 1886, when the 
free banking act was repealed, and the 
word ‘‘ individual” omitted from the 
usury criminal penalty, how can any 
other construction now be placed upon it, 
than that it is aimed only at the person, 
and does not operate on the contract? 
And counsel point out that the change 
in the section, by dropping the word 
** individual,” could not have been made 
to meet the ruling of the court that the 
act, applying only to individual bankers, 
was unconstitutional, because the change 
was made in 1886, while the decision, 
although upon the former statute, was 
not rendered until 1887. 

Counsel further argue that the statute 
could not, in any event, render void a 
note usuriously discounted by a national 
bank; hence, for this reason, does not 
place equal burdens upon all bankers; 
making private individuals and national 
banks who take usury, guilty of no of- 
fense, while individual and state bankers, 
doing the same act, would be guilty of a 
crime, 

Lastly, counsel for the bank contend 
that the transaction was not a ‘‘discount” 
within the meaning of the criminal pen- 
alty provision, but was a ‘‘ loan” within 
the meaning of the word as used in the 
civil penalty provision heretofore cited. 
Otherwise, there would be no room for 
the operation of the latter section against 
bankers, ‘‘ unless the “me when the usury 
was collected was the fact giving it 
operation.” 


THe JourNAL’s COMMENTS. 


This case will be shortly decided upon 
a rehearing, and it is not proposed to 
enter into any exhaustive discussion of 


the merits. Passing over the question 
as to constitutionality of the statute, 
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by reason of its application to bankers 
only, a simple suggestion may be par- 
doned as to the conclusion of the court 
that the note, by reason thereof, is void 
and unenforceable in the hands of the 
bank. 

The principle of the common law may 
be admitted that no court will lend its 
aid to a party who grounds his action 
upon an immoral or upon an illegal act; 
or as the Alabama court puts it, ‘‘ that 
no rights can spring from or be rested 
upon an act in the performance of which 
a criminal penalty is incurred, and that 
all contracts which are made in violation 
of a penal statute, are as absolutely void 
as if the law had in so many words de- 
clared that they should be so.” But in 
applying this rule to the transaction in 
question, does not the court run counter 
to the civil statutory provision which 
enacts that in case of usury, the ‘‘ con- 
tracts cannot be enforced except as to the 
principal;”” or, in other words, enacts 
that where usury is taken, the principal 
only, without interest, may be recovered. 
This statute applies to the transaction 
equally as does the criminal section. No 
principle of statutory construction is 
more familiar than that ‘‘all acts on 
the same subject, whenever passed, are 
what is termed in pari materia; are to be 
construed as if constituting one act; and 
are to be so interpreted that all of them 
and all their clauses, may be operative.” 

This principle is violated by the Ala- 
bama court, in that it looks to the crimi- 
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nal penalty as the only one having any 
bearing on the transaction, when in 
truth, the transaction should be ad- 
judged in the light of both provisions. 
Under them, the corporation could be 
indicted and punished as for a misde- 
meanor; but the crimjnal statute would 
have no effect upon the validity of the 
security. As to that, the civil statute 
applies, and entitles the bank to enforce 
the note to the extent of the principal. 
The rule of the common law thata right 
founded on a crime cannot be enforced, 
is superseded, so far as the action upon 
the instrument is concerned, by the 
higher statute law. The rule is familiar 
that the common law cannot prevail 
against the express provisions of a 
statute. 

In conclusion, all that need be said is 
that if the Alabama supreme court ad- 
heres to its former decision, then, rightly 
or wrongly, an usurious discount will 
not only subject the banker to possible 
criminal procedure, but also to avoid- 
ance of the paper in his hands. And, if 
his conscience does not rebel against 
committing an act not mala in se, but 
mala prohibitum merely, and he still 
chooses to take usury and the conse- 
quences therefor, the only loophole of 


escape from the defense of a vigilant 
borrower will possibly lie in the re-dis- 
count of his security to some distant 
and ‘‘innocent” correspondent, whose 
right to enforce the instrument will 
probably meet with greater favor at the 
hands of the Alabama courts. 


ehGQZ, 
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A PLAN FOR CONVERTING LAND INTO BANKABLE SECURITY. 





(Contributed by Edward Atkinson to, and reproduced from, the Manufacturers’ Record.) 


OBSERVE that an article which I 
recently wrote in the Century maga- 
zine upon the Torrens system of regis- 
tering land titles has attracted the at- 
tention of General Alexander and other 
of my southern friends. I venture to 
call attention to a matter whereby land 
may be converted into a security on 
which money can be borrowed trom 
banks and bankers without the necessity 
of making a conveyance of the land as 
scurity for each loan. It is a plan which 
has not yet been adopted, and to which 
there may be objections unknown to me, 
but in all but one respect the sugges- 
tions that I make are a part of the com- 
mon practice in many places, especially 
in Philadelphia and Baltimore. What 
I suggest is this: 

The conveyance of land by the ordin- 
ary method is by registry of deed, under 
the guarantee of a title insurance com- 
pany and on condition of the payment of 
a ground rent without any promise to pay 
a principal lump sum secured in part by 
mortgage in the usual way. I do not 
promise perpetual ground rents, but 
ground rents terminable at the option 
of the buyer or lessee on given notice, 
not terminable at the option of the seller 
or lessor. It is the common practice, 
notably in Philadelphia, to sell and 
convey land subject to a terminable rent 
under an insured title to capable men, 
who, being in good health, also get their 
lives insured for an amount equal to the 
valuation of the land. The lessees then 
join a building society, and thus pro- 
cure the means for building a house on 
the leased lot, becoming ultimately their 


own landlords by paying up their as- 
sessments in the building society and by 
ultimately compounding the rent by 
payment at a valuation in one sum either 
in installments or in one payment. 

The plan which I suggest is to add 
one single element to this method, 
namely, that the obligation to pay rent 
upon the land should be represented by 
what may be called rent or rental certi- 
ficates, to be registered at the office of 
the title insurance company, containing 
provisions both in the conveyance and 
in the rental certificate, that on a given 
notice at a certain period in advance of 
a payment of rent at such office of regis- 
try the lessee of the land may become 
entitled to purchase each or all of these 
rent certificates by depositing at such 
office of registry a given sum of money 
for each certificate. 

Example: Let it be assumed that John 
Brown buys or leases from James Brown 
a lot of land of which the valuation is 
$1,000, upon which he builds a house 
valued at $2,000. The ground rent is 
to be $60 a year. This rent is repre- 
sented by ten certificates of rent, each 
of $6 per annum, provision being made 
that at any period three months in ad- 
vance of any part of the rent becoming 
due, John Smith may file a written no- 
tice at the registry that, on the payment 
of $roo, together with the rent then 
due, he desires to become the owner by 
purchase of rent certificate No. 1, and 
so on through Nos. 2, 3 up to ro. When 
he has purchased all the rent certificates 
at $100 each, he will have become his 
own landlord. These rent certificates 
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constitute a lien upon the land as good 
to him, John Smith, as they are to the 
original holder, and he need not cancel 
them. 

Or let us suppose that John Smith, 
being the owner of land free of encum- 
brance, upon which his house stands 
and which constitutes his farm, executes 
rent certificates recorded upon that farm 
with a trust company, title insured, and 
himself becomes the possessor of such 
certificates, would not these become the 
first lien upon the land, not as a mort- 
gage, but as a lien, subject to foreclos- 
ure if the rent is not paid? Would not 
these transferable rent certificates then 
become available to be deposited with 
banks, bankers or trust companies as 
security for temporary loans from season 
to season? 

I am not a lawyer and cannot tell 
what technical difficulties there may be 
in the way, but this seems to me to bethe 
easiest way, under our present form of 
registry of title by deed, to put land into 
a form in which it can be assigned as 
security for temporary loans without 
going through an examination of title, 
and without the execution of papers of 
conveyance and mortgage each time that 
a loan is made. 

In presenting this subject, permit me 
to call attention to the fact that the craze 
for more depreciated money in the form 
of depreciated silver coin or for govern- 
ment paper or for government loans, has 
about run its short and dangerous course. 
The South, of all sections of this coun- 
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try, being dependent upon the sale o 
its excess of product for foreign export, 
has a greater interest in maintaining 
the present standard of value on the 
unit of a gold dollar than any other sec- 
tion of this country. Its lack has not 
been want of money, but want of credit 
—want of banking institutions, and want 
of facilities for borrowing money even 
on good security, The South, of all 
sections of this country, can least afford 
the discredit of debased silver, and also 
possesses the surest control over the gold 
of the world, if it chooses to maintain 
the standard of value. It, therefore, 
seems probable that the movement which 
is now being made for taking the tax off 
the circulation of state banks, supple- 
mented by methods which may render 
it easy to borruw true money of the best 
kind on the best kind of security, will 
presently place the southern states again 
on the road to progress and to greater 
and greater development. 

It is with this end in view that I pre- 
sent these somewhat crude suggestions 
for readily converting land into a bank- 
able security on which loans may be ne- 
gotiated, payable in standard coin of the 
best kind; that is to say, in coin which 
is worth as much after it is melted as it 
purports to be worth in the coin itself. 
That is the only kind of coined money 


that is good. Our present silver dollars 
are bad money, because they do not 
meet this condition. They are worth 
but seventy cents after they are melted. 

EDWARD ATKINSON, 
Boston. 
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STUDIES IN DOMESTIC EXCHANGE. 


Outline of Questions Propounded to Bankers. 
1. VOLUME OF DISTANT COLLECTIONS. 


1. Size of place. 2, Aggregate amount of distant collections received daily or weekly. 3. 
Proportion going to bankers who credit at par in return for reciprocal favors. 


2. COMPENSATION OF DEPOSITARY BANK. 


1. Do banks in your locality now receive adequate remuneration from depositors for the making 
of distant collections? 2. If no, is it not possible for the banks of any place to combine and urgea 
fair schedule of prices? 


3. COMPENSATION OF END COLLECTING BANK. 


1. Do banks at the place of payment charge and receive adequate compensation for the collec- 
tion of transmitted items, or for work resulting in non-collection and return of dunning drafts? 


4. A COLLECTING AGENT OF COLLECTING AGENTS, 


I What do you think of the plan for any large city, proposed in New York, viz.: Establish a na- 
tional collection bank, which shall do an exclusive collection business, and purchase at a discount 
less than present cost of collection, from other banks, their out-of-town items? Could such a bank 
inaugurate more economical methods, and thus do the business cheaper, than individual banks? 
Do you think that a central collecting bank agent would be supported by its neighboring banks, or 
that in this respect, the latter would find it better for ‘‘ every tub to stand on its own bottom?” 


5. BOOK ENTRIES. 


An important branch of this subject is comprehended under this title. Your suggestions would 
be valued respecting any forms of books, and character of entries, deemed an improvement over 
present methods, in the entry of distant collection items, and following them up, if unadvised. 


6, COLLECTION MACHINERY. 


Present collection machinery is well known. Its intricacy of detail need not be described. A 
million items, payable in every nook and corner of the country, are deposited for collection in con- 
siderable bulk in large cities, and singly and in groups all over the country. Present machinery 
embraces: 





1. Direct transmission to place of drawee and direct return of draft in payment. 


2 


2. More largely, roundabout transmission through reciprocal banks, and roundabout return. 


re 
f Every item goes alone, or part of the distance in company of fellow travellers, to the place of 
payment. This involves separate envelope, postage stamp, address and letter of transmission, for 
the single item or the small group, by every bank who receives it for transmission; and correspon- 
ding labor and expense on return journey of remittance. Cannot the famous American ingenuity 
for labor-saving methods better this condition of things? Your views are requested upon: 
1. Whether a national clearing-house (where all items would first go to one central point, there 
' to be offset against each other in place of separate remittance by drawee, with reasonable time of 
i rejection after reaching local drawee) would be feasible? 
{ 2. Could the existing clearing-houses of the country be thus used as labor-saving machines tor 
stated areas? 
3. Any other method you could suggest as practicable, which would result in greater economy 
of time, labor and expense, with equal or greater safety? 


The Best Way of Collecting Local Checks. 





From F. H. Tuthill, Vice President First National Bank, Hammond, Ind., June 24, 1892.] 


More and more the buyer pays by local sons are that it is more convenient to draw his 
checks. His argument is: you come tous, the check in his own office than to go to the bank 
sale is made here. You deliver the goodshere; and thatit saves him cost of exchange. More 
the payment should be made here and not in and more the seller yields the point; because it 
your office 100 or 1,000 miles away. His rea- is too small to discuss, because he fears to offend 
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his customer, because his competitor will yield 
the point and take the trade if he refuses, be- 
cause if he drew on his customer the latter 
would refuse exchange, and the seller would 
have tostandit anyway. The buyer has always 
tried to escape paying exchange, and the local 
check is the easiest way of avoiding it. The 
local check is gradually increasing; but even if 
not, its present use is extensive enough to de- 
mand consideration of the best method of its 
collection, 

I believe the best way is as follows: Let the 
first receiving bank send them to its city corres- 
pondent ; let the city bank present them through 
the clearing house to the city correspondent ot 
the drawee bank; let this city bank pay them 
and charge and send them direct to its corres- 
pondent, the drawee, Forexample, a customer 
deposits in First National Bank of Hammond a 
check on the First National Bank of Fostoria, 
O. The First National Bank of Hammond 
sends the check to its New York correspondent, 
the Western National, for credit. 
credits and passes the check through clearing 
house to Chase National Bank, the correspond- 
ent of the First National of Fostoria, which 
charges and sends it home to Fostoria, 

The advantages to the banks of this method of 
disposing of local checks are a minimum of ex- 
pense and no loss of interest. The check is 
handled by the First National of Hammond pre- 
cisely as a New York draft, and is, if paid, equal 
to it. As tointerest, the Hammond Bank gets 
credit as soon as on a New York draft; the re- 
ceiving New York bank gets the money as soon 
as it would on a draft direct on the Chase Na- 
tional Bank; this latter charges its correspond- 
ent just the same as a draft. The only point 
in which the transaction diifers from one in 
which the drawer buys a draft from the Fostoria 
bank on the Chase National Bank is that the 
check is not so certain of payment, and thatthe 
money, during the transaction, rests the 
credit of the drawer in the Fostoria bank, dur- 
ing the circulation of the check, thus giving the 


Western 


to 


drawer more interest, or at least credit. 

The objections are, first, that the drawee bank 
loses the exchange on sale of a draft ; second, it 
loses the exchange it might charge in remitting 
for the check; and third, the city banks have 
additional unremunerative labor imposed on 
them. 

As to the first, this would be a reason why 
the local bank might discourage the use of local 
checks, but we are now discussing not their use, 
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but the method of their disposition when used. 

As to the second, the paying bank might 
make a uniform charge to its own correspond- 
ent, the same as to any other bank. Some 
banks do this now. The matter of compensa- 
tion to the drawee bank would settle itself in 
time. But if the clearjng house plan herein 
advocated, is adopted. it does not necessarily 
prevent this compensation. 

There remains the third objection, viz.: that 
the city banks would object to the immense ad- 
ditional labor. But, on second thought, the 
labor will be seen to be no greater thanif buyers 
paid by bank drafts. Every check passing 
thus through the New York or other reserve 
city, clearing house, takes the place of a draft, 
and it will be no more trouble to handle and 
clear these local checks than drafts on the 
clearing house banks, the only difference being 
that these checks are returned daily to the coun- 
try banks, requiring a letter instead of the pres- 
ent postal card, 

On the whole, this plan seems to have ad- 
vantages and no objections; to be the simplest 
and cheapest ; and in accord with the present 
trend of business methods. 

Yours truly, 
F. H. TurHi.t, 
Vice Pres. First Nat’l., Hammond. 


{Second communication from above, 


L » July 1. 1892, 
presenting figures. 


There is but one bank in this town of 8,000 
people. It received the first week in June, 208 
demand items, besides notes amounting to $12,- 
346.38, of which 165, amounting to $10,242.50 
were checks on itself. items in remit- 
ting it charges I-Io per cent., with a minimum 
charge of 10 cents, except on a very few from 
its nearest one neighbor, for which it remits at 


For all 


par on day of receipt by mutual agreement. 

For our depositors we take foreign items at 
actual cost ; to others we charge I-10 per cent., 
which is satisfactory to us. For all remittances 
made by us for drafts or checks on our town we 
get I-10 per cent. and an additional charge of 
1o cents for collection on mercantile drafts, 
This charge we make to our city correspond- 
ents as well as to others. Of course, if drafts 
are returned uncollected, we get no pay. 

We send all country checks to New York or 
Chicago correspondents, and all under $500 are 
credited at sight. Let all receiving banks do 
this, and let the city banks exchange with each. 
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other and charge them to their drawee corres- 
pondents, and the matter is settled in the easi- 
est and cheapest way. It is better to extend 
methods already in use than to attempt entirely 
new ones. This plan can be put in operation 
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by two banks agreeing to exchange. As other 
banks consent, the arrangement will spread 
nntil finally it may become universal, 
Yours truly, 
F. H. TuTui.t, Vice Pres. 


The Dunning Draft. 


(From S., July 1, 1892.) 


The trouble with this matter of domestic ex- 
changes, which you are now agitating, is, that 
you cannot reach the right parties. 
houses are constantly sending their ‘‘dunning” 
drafts and frequently out of town at that, with- 


out a shadow of stamp. 


Business 


Most of them are not 
honored, and sometimes a single draft when 
returned, coststhreestamps. They take a good 
deal of time and labor, besides the expense. 
With many country banks their collection busi- 


ness is a matter of considerable profit, and they 


cannot afford to lose it. 
tween banks 


The competition be- 
is such where there is no under- 
standing between them, they make the most of 
it, and do a good deal of work for nothing. My 
notion is, when a country bank receives a dis- 
tant collection, and without any stamps, the 
bank should notify the drawer that it shall have 
attention on receipt of 15 cents in stamps, the 
same to be allowed him in case of remittance. 
If not paid, the 15 cents to be retained for at- 
tention, etc. This is only fair and equitable. 
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A PLAN FOR BANK CONSOLIDATION. 


Portrait of the writer appears on opposite page. 


- response to the JoURNAL’s invitation 

for an expression of views for publi- 
cation on the subject of ‘‘ Domestic Ex- 
changes.”” It is unnecessary to speak of 
the vast amount of work done by the 
banks in the handling of checks, drafts, 
notes, &c., or of the circuitous routes 
which such paper travels to be collected 
at par, and of the actual loss and risk 
of loss which all banks are taking. The 
practice, however, is established and 
probably to stay. The banks in this 
locality, as in all other portions of the 
country, do not now receive adequate 
remuneration for the making of country 
collections. You ask if it is not possible 
for banks in any place to combine and 
urge a fair schedule of charges. It is 
possible, but not probable, Competition 
is so keen between banks that some one 
or more would not live up to the agree- 
ment. A national clearing house could 
be established for handling this business, 
but the question would arise as to the 
expense of conducting it and by whom 
it should be paid. The expense could 
be apportioned fairly if every bank and 
banker in the country would go into the 
arrangement. This raises the question, 
which has had considerable attention, 
of consolidation. Combinations and 
trusts are not popular with the people; 
nevertheless all lines of business are 
more or less coming to be done by large 
corporations, and in view of the fact 
that co-operation, if not consolidation, 
is wiser in all lines of business, than 
overcompetition, and that the 3,709 na- 
tional banks, 3,784 state banks and 4,063 


private banks in this country are all con- 
ducted without any effort at concentrated 
methods or harmonious management, I 
would suggest an effort to combine a 
number of banks in the principal cities 
in the country in such a way as to secure 
the benefits of co-operation, retaining 
the influence of local stockholders and 
directors, but creating a large and strong 
central corporation. 

The plan is one requiring the best 
thought and most careful consideration 
of experts in the theory of banking as 
well as its practice in all the varied lines 
of business in the different sections of 
the country, so that while one mind may 
grasp the outline of the scheme, one 
person can hardly present a plan for all 
the details that cannot be improved by 
conference between himself and others. 

My idea embraces ultimately a bank 
in the principal city of each state, and 
in some states a bank in two or more 
cities, and when possible that such bank 
be one already established and in good 
standing in the city selected, obtaining 
it either by purchase of the majority of 
the stock, or by an increase of capital. I 
would then make four of these banks, 
say New York, Chicago, Denver and San 
Francisco (possibly a southern city 
should be added) large and strong, for, 
being in the metropolitan cities of large 
sectional trade centers, they should act 
as the clearing banks of the syndicate 
banks in the states tributary to the trade 
centers named. 

The chain of banks thus established 
should be operated under a supervising 
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Vice President Preston National Bank, Detroit, Michigan. 
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central management located in Chicago 
or New York. 

It is not my idea that the several banks 
should be simply branches, but that each 
bank should be an entirely separate or- 
ganization, for the reason that local 
stockholders and directors would there- 
by be incited to greater exertion, for 
they would receive their pro rata of the 
profit resulting from individual effort, 
whereas in the case of branch banks, 
the profits of good management in one 
branch may be offset by the losses of 
other branches. 

Having secured for the syndicate the 
controlling stock in good banks in the 
large cities of trade centers named, I 
would work for a bank in the large cities 
of each of the other states, and would 
not advise any effort to interfere with 


the banks in the smaller cities or in any. 


of the towns, but would attract the banks 
in such smaller cities and towns to co- 


operation with the strong syndicate pro- 
posed, for by its large resources, far 
reaching influence and concentrated sys- 
tem, it would be in a position to offer 


inducements mutually advantageous, 
profitable and satisfactory. 

The syndicate should have a corporate 
title like say, ‘‘ The American Bank Cor- 
poration,” and be organized in a state 
where the laws and taxes are most favora- 
ble, with a capital subscribed of say $50, - 
000,000 and faid up to an amount nec- 
essary to own the controlling stock of 
the banks indicated (as they are acquired 
from time to time). 

The syndicate corporation should 
guarantee the deposits of all the banks 
in which it owns controlling stock. 

This guarantee alone will give the 
syndicate banks advantages over com- 
petitors which will assure them a large 
increase of deposits on more profitable 
terms than their competitors can obtain 
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business, and it is from having the de- 
posits to loan that more than nine-tenths 
of all profits arise. 

The syndicate corporation should also 
guarantee prompt and faithful returns 
of all collections sent to any of the syndi- 
cate banks, and this would give to these 
banks the great bulk of the collections 
and correspondingly increase the im- 
portance of the syndicate banks, 

The guaranty of deposits and collec- 
tion returns would also operate to make 
the syndicate corporation popular with 
the people; first, with the local deposit- 
ors; and second, with merchants and 
others distant from the points at which 
their collections may be payable. The 
advantages of the syndicate banks for 
loaning money are apparent, for the 
vast extent of territory covered, the di- 
versity of business and difference in 
seasons, would enable the central man- 
agement to advise and direct the dispo- 
sition of funds in such a way as to de- 
rive larger earnings, or the employment 
of any surplus funds. The large sums of 
money now transferred to adjust the bal- 
ances of trade by and between the dif- 
ferent sections of the country would be 
reduced to the minimum by the adjust- 
mént of the funds of the syndicate 
banks, directed by a central manage- 
ment. 


MANAGEMENT, 


The syndicate corporation should be 
managed by aboard of directors selected 
from different portions of the country, 
with a quorum resident adjacent to the 
supervising management, which should 
be centrally located, receiving reports 
each morning of the previous day’s 
business, sufficiently full to tabulate 
the approximate condition of each of 
the syndicate banks to enable the cen- 
tral management, when necessary, to 
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advise and direct any syndicate bank, 
There should also be a sectional ad- 
visory board in the principal trade cen- 
ters named, like New York, Chicago, 
Denver and San Francisco. This board 
to be composed, say of the New York 
section, of one officer with an alternate 
(selected by the bank he represents with 
the approval of the central manage- 
ment) from the syndicate banks in New 
York City, Buffalo, Boston, Philadel- 
phia, Hartford, Providence and other 
such cities in states which may be se- 
lected as forming the New York section, 
such board to meet once a month or 
oftener at the call of the chairman or 
secretary of the board, (the central 
management might call meetings of any 
one or all of these several advisory 


boards, for any date,) for the considera- 
tion of any past or probable event or 
condition of business directly or indi- 
rectly affecting the syndicate corpora- 


tion. The syndicate corporation should 
also employ not less than five examin- 
ers and ten auditors, all experts, so that 
each syndicate bank would be thorough- 
ly examined four times each year, and 
its income and expense accounts audited 
once each month. 

Reports of all meetings of advisory 
boards, of examinations and auditing, 
to be made to the central management. 

The syndicate corporation would have 
possibly fifty banks in which it would 
have the controlling stock so that the 
management of each would be brought 
into perfect harmony with the best judg- 
ment of the officers and directors con- 
ducting the business in all parts of the 
country, for the officers of each bank 
will have the opportunity in the meet- 
* ings of the sectional advisory boards to 
submit any new ideas or to present their 
views of existing conditions, and the 
central management having reports of 
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the’ action of these several advisory 
boards should, and undoubtedly would, 
adopt the views and line of action which 
these advisory boards considered wisest 
and best, 

In guaranteeing the deposits of all the 
syndicate banks, I mean that this should 
be done by the syndicate corporation 
whose capital and surplus might be, 
say $40,000,000 while the aggregate 
capital of the syndicate banks might be 
$75,000,000. This guarantee, given in 
this way, by the syndicate corporation, 
and not imperiling the capital of any 
of the several syndicate banks would 
be a good consideration for the 
active work and influence of the individ- 
ual local directors and_ stockholders; 
also the syndicate banks’ competitors 
would be estopped from saying that the 
guarantee was like the interchange of 
indorsements between two individuals, 
and consequently of no great practical 
value. 

The profits of the syndicate corpora- 
tion would be derived wholly from the 
successful management of the several 
syndicate banks, and the resulting divi- 
dends on stocks owned by such corpora- 
tion and the increase of surplus and 
undivided profits of the several banks; 
consequently the syndicate’s central 
management would have only one ob- 
ject—the prosperity of each bank in 
which it owned stock. 

The benefits to be derived by each 
bank are many, To illustrate, the Pres- 
ton National Bank, capital $1,000,000, 
located in Michigan, may have competi- 
tors with equal capital, equal local and 
State influence, equally active directors 
and officers, while it must depend upon 
its own resources in time of difficulty 
and danger, with a certainty that its 
welfare is an obstacle, and its misfor- 
tunes an advantage to other local banks. 
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Under those circumstances it can only 
get a fair proportion of the business in 
the state, while the same bank with the 
same capital—being one of the banks 
whose deposits are guaranteed by a 
syndicate corporation having, say $40,- 
000,000 capital and surplus, becomes at 
once as strong as a bank with a capital 
of $40,000,000, and having no com- 
petitors of like capital or stronger local 
and state influence. In fact it becomes at 
once financially impregnable, the bank of 
the state, pre-eminently the desirable de- 
pository of funds on lower terms. It can 
offer facilities which no other Michigan 
bank can approximate; it becomes to 
Michigan what the Bank of England is 
to that country—not only the depository 
for the larger and more desirable private 
accounts, but for the steadier reserve 
balances of banks. Its intimate rela- 
tions with other syndicate banks and the 
syndicate corporation makes it a sure 


dependence for all Michigan banks in 
times of depression, which may occur 
in Michigan and not in any other state 
at the same time. 


Bearing in mind 
that these statements are an illustration 
of the advantages which each syndicate 
bank will have, the great importance of 
the syndicate banks in all the states to 
all other banks is apparent, and out of 
this connection with other banks in the 
smaller cities and towns may be evolved 
the solution of the problem of collections 
which is now the one _ subject 
thought of by all bankers. 

I do not think it an exaggeration to 
say that, under the methods now em- 
ployed, nine out of every ten checks 
and notes given to non-residents of the 
place at which they are dated, pass 
through three banks before they reach 
the paying banks, while many pass 
through four, five and even six and seven 
banks; sometimes through three banks 


most 
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in the same city. 

As already suggested, it is desira- 
ble to make the syndicate banks 
in the trade centers like New York, 
Chicago, Denver and San Francisco, 
clearing banks of the syndicate banks 
tributary to such center. I can see no 
objection to extending this idea of clear- 
ing banks to each syndicate bank for the 
state in which it is located. 

To illustrate, the Preston National is 
the syndicate’s Michigan bank, and will 
have accounts from nearly every bank- 
ing town in Michigan. It can arrange 
with responsible banks and bankers 
for credit for all items sent by it or for 
its account. With the arrangements 
perfected, the Preston National can au- 
thorize its correspondent banks in Mich- 
igan to send items direct from the 
place they are received at to the place 
where they are payable—illustrated 
thus: a man in Kalamazoo, Mich., 
owes a man in St. Joseph, Mich., and 
sends to St, Joseph a check on Kalama- 
zoo. Under methods now used it would 
be deposited in St. Joseph, sent to Chi- 
cago, thence to Detroit, thence to Kala- 
mazoo., 

My suggestion is that the St. Joseph 
bank send the check direct to Kalama- 
zoo for credit of the Preston National. 
The St. Joseph bank advising the Pres- 
ton National, the latter debiting the 
Kalamazoo bank and crediting the St. 
Joseph bank. Theconsiderations given 
banks in smaller cities and towns for 
these collection arrangements would be 
that each responsible bank and banker 
would get the benefit of collecting their 
items at the lowest rate and by direct 
correspondence, and a further consider- 
ation, that the Preston National would 
be the guarantor of prompt and faithful 
returns for collections sent 
pondents. 


its corres- 
Another advantage would 
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be that in addition to having a responsi- 
ble guarantee, owners of collections 
would have direct control over their own 
items in ordering back, protest waived, 
holding, acceptance of partial payments, 
etc. The system of such direct corres- 
pondence and clearing could also be ex- 


tended to and between points in differ- 
ent states. 


With a syndicate bank in each state 
and the central management furnishing 
alist of each bank’s correspondents, any 
syndicate bank or any of its correspond- 
ents could forward items direct. To 
illustrate, a bank in Lynn, Mass., having 
an item on Grand Haven, Mich., could 
send it to the Preston National Bank’s 
correspondent at Grand Haven for credit 
of the syndicate’s Boston bank with the 
Preston National Bank. The Preston 
National Bank would debit the Grand 
Haven bank and credit the Boston bank, 


and the Boston bank would debit the 
Preston National Bank and credit the 
Lynn Bank. At the same time the 
Grand Haven bank might have an item 
on Springfield, Mass., which it would 
forward direct to Springfield for credit 
to the Preston National Bank with the 
Boston bank; thus the syndicate banks 
would become clearing banks between 
all sections of the country, and as stated 
the concentration of capital, methods of 
management, harmonious system, un- 
usual advantages, extent of territory 
covered and co-operation with the syn- 
dicate banks and their correspondents 
would give to the syndicate corporation 
and its banks in the principal cities the 
leading, if not controlling, influence in 
the banking business of the country. 


F. W. Hayes. 


DETROIT, 
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CURRENT LEGAL DECISIONS. 


pais department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 


rectors. 


herein, will be furnished on application. 


TAXATION OF NATIONAL BANK SHARES—DEDUCTION 
ESTATE AND SHAREHOLDERS’ 


The experiences thev disclose are likewise worthy thecareful attention and study of the merchant 
the d»positor, and the bank student seeking advancement. 


Further information regarding any case publishe 


OF REAL 


INDEDTEDNESS. 


Supreme Court of Lowa, May 28, 1892. 


First NATIONAL BANK oF ALBIA e¢. al v. Ciry CouNCIL oF ALBIA, 


1. In assessing national bank shares for taxation, 
the bank is entitled to have deducted from the value 
of the shares, the value of its real estate paid for out 
of the capital stock. 

2. Under the laws of Iowa, national bank sharehold- 
ers are entitled to have deducted from the cash value 
of their stock, their 6oxa-fide indebtedness, in the as- 
sessment of their shares for taxation. 


Appeal from district court, Monroe 
county; E L. Barton, Judge. 


J. C. Mabry, for appellants. 
Perry, for appellee. 


a. 


FACTS. 


KINNE, J. 1. The undisputed facts, 
as disclosed by the record in this case, 
are that the First National Bank of 
Albia is a corporation, organized and 
transacting the business of banking 
under and by virtue of the laws of the 
United States. The other parties plain- 
tiff are officers and stockholders in said 
corporation, That the capital stock of 
such plaintiff bank is $50,000, That 
said bank has invested $13,500 in real 
estate. That property in the city of 
Albia for the year 1889 was assessed at 
60 per cent. of its cash value. That the 
city assessor assessed the real estate of 
said bank in the same manner as other 
real estate. That he deducted $6,417 
from the capital stock of plaintiff bank, 


and assessed the remainder to the indi- 
vidual stockholders, according to the 
number of their shares. That on $7,083, 
the difference between the value of the 
real estate and the amount deducted 
from the capital stock on account of 
real estate, said bank claims to have 
been illegally assessed. Plaintiff, T. D. 
Lockman, at the time the assessor as- 
sessed him, was the owner of fifty shares 
of stock in said bank, and was justly in- 
debted in the sum of $4,500, and had no 
moneys and credits, except his shares of 
stock, from which he could deduct said 
indebtedness. The assessor deducted 
said indebtedness from the value of the 
shares of said Lockman, not already as- 
sessed as real estate, and it left nothing 
upon which Lockman was assessable as 
bank stock. Plaintiff J. H. Drake was 
the owner of 194 shares of stock in said 
bank, and at the time of his assessment 
was justly and in good faith indebted in 
the sum of $3,000, and had no other 
moneys and credits, except his shares of 
stock, from which to deduct said indebt- 
edness. The assessor in his case de- 
ducted the $3,000 from the valuation of 
his shares of stock, and assessed the re- 
mainder not already assessed as reab 
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estate. That plaintiff bank appeared 
before the board of equalization of the 
city of Albia at the time required by 
law, and made complaint that it was, as 
a bank, doubly assessed on $7,083, being 
assessed on it as real estate and also as 
part of capital stock, and asked that 
said assessment be corrected so as to 
assess as Capital stock or shares, only the 
amount not invested in real estate. The 
board of equalization deducted $1,083 
more from the capital stock assessment 
on account of thereal estate, and refused 
further relief. That said board raised 
the assessment of plaintiffs Lockman 
and Drake by refusing to allow them 
any deduction on account of their indi- 
vidual indebtedness. From the action 
of the board of equalization all the 


plaintiffs appealed to the district court, 
which held the assessment valid. 

It will be observed that there are two 
questions presented for our determina- 


tion. 

First. Is the plaintiff bank entitled to 
have deducted from its assessable capi- 
tal stock the value of its real estate? 
Second. Are plaintiffs Lockman and 
Drake entitled to have their individual 
indebtedness deducted from the shares 
of stock assessed to them respectively? 
Involved in the determination of these 
questions are others, Thus, if the bank 
is entitled to a deduction from its stock 
on account of its real estate, will it be 
the assessed value or actual value of the 
real estate which shall be deducted, and 
will the deduction be made from the par 
value of the stock or from its actual cash 
value? , 


DEDUCTION OF REAL ESTATE 
SESSABLE CAPITAL, 


FROM AS- 


2. This case is triable de novo. Davis 
v. City of Clinton, 55 lowa, 549, 8N. W. 
Rep. 423. The appellees introduced no 
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evidence. It is insisted that the court 
below erred in not deducting the 
amount of the bank stock which was in- 
vested in real estate, viz. : $13,500, from 
the total amount of its capital stock. 
Under our statute (Code, §§ 818, 819,) 
all shares in national banks are listed in 
the names of the stockholders, but the 
tax is payable by the bank. The stat- 
ute also provides that such shares shall 
not be assessed at a greater rate than 
other ‘‘ moneyed capital in the hands of 
individuals.”’ Code, § 818. Section 5219 
of the federal statutes authorizes the 
states to tax these banks, and contains 
the restriction ‘‘ that the taxation shall 
not be at a greater rate than is assessed 
on Other moneyed capital in the hands 
of individual citizens of such state.” 
The same statute authorizes the taxation 
of the real estate held by such banks ‘‘to 
the same extent, according to its value, 
as other real estate is taxed.”” It is said 
in Bank v. Young, 25 lowa, 314: ‘*‘ The 
shares of the stockholders represent the 
capital of the institution. To tax the 
shares, and also the property of the 
bank, would be double taxation.”” People 
v. Weaver, 100 U.S. 539; 1 Desty, Tax’n, 
Pp. 199, 200, 379, 383. See also Zall- 
man v. Treasurer, 12 Iowa, 532, where 
the court said: 

“The shares of stockholders are theoretically, if not 
practically, measured in value by the property of the 
corporation. * * * However held, [the lands,] 
whether in fee or otherwise, by the company, they are 
a part of the capital,—affect the value of the stock 
which is taxable through the shares. Totax the land, 
and the stock also, which represents it, and which is 
enhanced by the value of the land, it seems to us 
would be double taxation.” 

In the case of Appeal of Des Moines 
Water Co., 48 Iowa, 333, it is held that 
the stock of a corporation must be taxed 
as the property of the corporation own- 
ers, and the question as to whether both 
the shares and the corporate property 
shall be taxed at the same time was not 
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determined. In Cook v. City of Burling- 
ton, 59 lowa, 252, 13 N. W. Rep. 113, 
the case last cited is approved, and a 
majority of the court held that the prop- 
erty of a corporation may be taxed, and 
that at the same time the stock can be 
taxed to the individual owners; and, 
after citing Zal/man v. Treasurer, 12 
lowa, 534: xpress Co. v. £illyson, 28 
lowa, 378; MecGregor’s Ex’rs. v. Vanpel, 
24 lowa, 436,—the court further says 
that it has never held ‘‘ that what is de- 
nominated ‘ duplicate taxation’ is in ex. 
cess of the legislative power, The most 
that can be said of these utterances of 
the court is that it should be held in 
disfavor by courts and legislatures.” In 
Henkle v. Town of Keota, 68 lowa, 338; 
27 N. W. Rep. 250, the doctrine an- 
nounced in Des Moines Water Co.’s Ap- 
peal and Cook v. City of Burlington, is 
approved, and it is expressly held that 
shares of stock in a bank incorporated 
under the state law were taxable to the 
shareholders. 

It is clear that, as the power to tax the 
property of national banks and their 
stock is derived from the legislation of 
the general government, the state is, in 
its exercise, bound by the limitations 
and restrictions placed thereon by con- 
gress, and our own statute which we 
have referred to, is in accord with the 
provisions of the federal law. In this 
case the bank has $13,500 of its capital 
stock invested in its bank building and 
other real estate. This is taxable as 
is other real estate. It was thus taxed. 
Manifestly, if the $50,000 capital stock 
is assessed and taxed without regard to 
the portion thereof thus invested in real 
estate, it will amount to double taxation 
of the stock to the extent of $13,500. In 
other words, if appellee’s theory is cor- 
rect, it is lawful to tax the entire capital 
stock of $50,000, and then, in addition, 
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tax real estate which is acquired by an 
investment or use of $13,500 of this 
same stock. We think such a result 
would not only be most inequitable and 
unjust, but would be clearly in violation 
of the provisions of both federal and 
state statutes, which limit the taxation 
of these corporations as heretofore stated, 
The statute of the United States in rela- 
tion to the taxation of these corporations 
is explicit,—it condemns just such an 
exercise of the power of taxation as was 
attempted in the case at bar. It is 
binding on the state, and the state statute 
is in harmony with it. 

Thus far we have assumed that the 
record shows that this real estate was 
purchased out of the bank stock. Itap- 
pears that the bank’s real estate consist- 
ed of the lot and building it now occu- 
pies; also other real estate formerly used 
by it in its business, There is nothing 
to show the separate value of these two 
pieces of real estate. It is claimed that 
the bank acquired the lot and building 
it now occupies by purchase upon an ex- 
ecution sale, had on foreclosure of a 
mortgage which it held by assignment 
to secure a debt; but, if this be so, it 
does not follow that the property was 
not paid for in fact out of the capital 
stock of the bank, as plaintiff's officers 
testify; and, while it is true that no for- 
mal pleadings are required to be filed 
in this class of cases, yet, in the answer 
filed to the plaintiff's petition, the alle- 
gation of the petition that the real estate 
was acquired by the use of the capital 
stock of the bank is not denied. 

From the record before us we think it 
fairly appears that the real estate was 
paid for out of the capital stock. The 
actual value of the stock, diminished by 
the proportionate value of the real estate 
owned by the bank, furnishes the proper 
sum in this case upon which to assess 
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the tax. People v. Weaver, 100 U. S. 
539; Supervisors v, Stanley, 105 U. S. 305; 
1 Desty, Tax’n, p. 383. See Code, 
§ 813. This actual cash value of the 
stock would be its market value, whether 
above, below, or at par. From the tes- 
timony in this case, we must presume 
that the value of the real estate was 
$13,500, and the actual value of the 
stock its par value. While there is some 
evidence relating to the value of the 
land and of the stock, there is nothing 
which justifies us in fixing any value 
other than that above stated. 


DEDUCTION OF SHAREHOLDER’S INDEBT- 
EDNESS. 


3. Were the plaintiffs Lockman and 
Drake entitled to deduct their indebt- 
edness from their shares of bank stock? 
The evidence shows, without conflict, 
that they had no moneys and credits, 
other than their bank stock, from which 


to deduct their indebtedness. We think 
the evidence establishes the indebted- 
ness of these plaintiffs as claimed. Sec- 
tion 814 of the Code provides: ‘‘In 
making up the amount of money or 
credits which any person is required to 
list, or have listed or assessed, he will 
be entitled to deduct from the gross 
amount, all debts in good faith owing 
by him,”etc. Section 813 of the Code 
provides: 


““Depreciated bank notes, and the stock of corpora- 
tions and companies, shall be assessed at their cash 
value; credits shall be listed at such sum as the person 
listing them believes will be received or can be col- 
lected thereon; and annuities at the value which the 
person listing believes them to be worth in money.” 


If these sections were alone to be 
considered, we should be inclined to 
hold that shares of stock were not ‘‘cred- 
its,” within the meaning of the statute; 
as in section 813 it is provided that the 
‘*stock of corporations”’ shall be as- 
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sessed at its ‘‘ cash value,” while ‘‘cred- 
its’ are to be listed ‘‘at such sum as the 
person listing them believes will be re 
ceived or can be collected thereon.” 
Viewing these sections alone, it would 
seem that a distinction was made -be- 
tween ‘‘stocks” and ‘‘credits.’”’ But 
section 802 of the Code provides: 


“The term ‘credit,’ as used in this title, includes 
every claim and demand for money, labor, or other 
valuable thing and every annuity or sum of money 
receivable at stated periods, and all money or property 
of any kind secured by deed, mortgage or otherwise,” 
etc, 


This definition is, in our judgment, 
broad enough to include stocks in cor- 
porations. We must construe all these 
sections together, and deduce therefrom 
the legislative intent. In SAridgman v. 
City of Keokuk, 72 Iowa, 42, 33 N. W. 
Rep. 355, in an action wherein a stock- 
holder in a loan and building association 
asked that his indebtedness be deducted 
from his stock, this court held that 
‘“stock”’ is nota ‘‘credit;’” ‘‘it is not 
an indebtedness to its owners, but, on 
the contrary, is an interest in the prop- 
erty of the corporation.” In /ackson v. 
Chisum, 78 Iowa, 213, 42 N. W. Rep. 
650, the question arose incidentally, and 
it was not expressly decided. In Zguit- 
able Life Insurance Company v. Board of 
Equalization, 74 lowa, 181, 37 N. W. 
Rep. 141, it was held that among the 
debts of the plaintiff to its stockholders 
was the amount which they would be 
entitled to recover upon a present dis- 
tribution of the assets of the company. 
These assets clearly must include the 
stock,and hence, if it be treated as a debt 
owing by the corporation to its stock- 
holders, or which would be due to them 
if the business of the company was to be 
wound up, and its assets distributed to 
those entitled thereto, it would seem to us 
to follow that, as to the stockholders, the 
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stock which they hold must, at least so 
far as the matter of taxation is concerned, 
be treated and considered as ‘‘ credits.” 
In the case last cited, in speaking of the 
assets of the corporation, the court, by 
Beck, J., says: 


“The word ‘ due,’ used in these definitions and else- 
where, means ‘owed,’ and not payable eo zms/an¢z, but 
payable now or hereafter.” 


Again: 


“ The legal title of all property belonging to the cor- 
porationisinit. Theequitable interest—the right to 
the profits and acquisition of the property—belongs to 
the stockholders. When they pay in their money on 
the capital of the corporation they part with the title 
to the money, and receive 1n its place a claim as cestuis 
gue trustent upon the corporation for all profits made 
by it in managing the capital, and the right to have re- 
turned, when the corporation is wound up, the money 
paid in by them as itscapital. * * * Thisrightand 
claim of the stockholders is a property right; it 1s cer- 
tain and determined. The value of the right may be 
contingent and uncertain, but it is none the less a 
right to receive money from the corporation. Here is 
a claim by the stockholders for which the corporation 
is liable. It is not now mature, but will become pay- 
able in the future. * * * The corporation being 
bound to pay the stockholders, its obligation to do so 
creates a ‘debt,’ according to the definitions above 
given.” 


If, as is clearly held in this case, the 


obligation of the corporation to repay 
the stockholder the amount paid for 
his stock is a ‘‘ debt” of the corporation 
to the stockholder, it is certain that as 
to him, for taxation purposes, at least, 


” 


it must be treated as a ‘‘credit.” See 
also, Hawkeye Ins. Co., v. Board of Equal- 
ization, 75 lowa, 770, 37 N. W. Rep. 
966, where the doctrine announced above 
Weare clear 
that the logical result of the reasoning 
in the Equitable Lite case above referred 
to leads to the conclusion that the stock 
held in the bank by T. D. Lockman and 
J. H. Drake, respectively, was a ‘‘credit” 
and they should be permitted to deduct 
their respective indebtedness therefrom. 
This conclusion is not only satisfactory 
to us, but also conforms the holdings of 
this court to the doctrine announced by 
the federal courts as applicable to stock 


is followed and approved. 
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in the national banks. It would seem, 
if possible to do so without doing vio- 
lence to our statutes, the same rule as to 
deducting debts from bank stocks should 
obtain as to banks, whether national or 
otherwise. We do not think that chap- 
ter 39, Laws 1890, is in any way in con- 
flict with the view herein expressed. It 
is clear that these appellants would have 
a right to deduct their indebtedness 
from their capital stock. The question 
presented is the proper construction of 
an act of congress. It is a federal ques- 
tion, and, if it had been decided by the 
supreme court of the United States, 
such decision is binding upon us. The 
power of the state in the first instance 
to tax national banks is derived from 
the act of congress. McCullogh v. Mary- 
land, 4 Wheat. 316; Osborn v. Bank, 9 
Wheat. 738; Weston v. Charleston, 2 Pet. 
449; People v. Weaver, 100 VU. S. 539- 
543. It will be observed that our statute 
in its terms is not in confiict with the 
federal law. The federal statute pro- 
hibits the state from taxing the shares 
of national banks ‘‘at a greater rate 
than is assessed upon other moneyed 
capital in the hands of individual citi- 
zens of such state.’ Rev. St. U. S. § 
5219. In Ruggles v. City of Fond du Lac 
10 N. W. Rep. 565, 53 Wis. 436, uncer 
a statute exempting from taxation ‘‘ so 
much of the debts due or to become due 
to any person as shall equal the amount 
of dona fide and unconditional debts by 
him owing,” the court, in referring to 
a New York statute touching the same 
matter, said: 

‘The statute referred to is similar to our section 
1038, above mentioned, except that the deduction of 
debts is to be made from the value of all personal 
property, including moneyed capital, whereas under 
our statute it is only to be made from ‘credits,’ or, 
what is the same thing, from moneyed capital.” 

The statute of Wisconsin, like ours, 
does not expressly prohibit the ex- 
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emption in favor of the indebted share- 
holder in a bank. The court held that 
the amount of the plaintiff's indebted- 
ness should have been deducted from 
the value of his stock in assessing the 
same. In Bressler v, Wayne Co., 41 N. 
W. Rep. 356, 25 Neb. 468, under a stat- 
ute much like ours, the same result was 
reached as in Wisconsin. See also J/7/- 
ler v. Heilbron, 58 Cal. 133. In Wasson 
v. Bank, 8 N, E. Rep. 97, 107 Ind, 206, 
it appears that the statute allowed the 
individual taxpayer to deduct dona fide 
debts, of a certain specified class, from 
credits owned by him; and the question 
of the meaning of the word ‘‘ credit,” as 
used in the statute, was discussed, as 
was the construction to be placed upon 
the words ‘‘ moneyed capital,” as used 
in the federal statute. The court said: 


“Were we at liberty to place our own construction 
upon the act, [of congress,] we should be very strongly 
inclined to hold that ‘moneyed capital,’ as therein 
used, has ‘ reference to capital invested as an invest- 
ment for profit, whether in bonds, stocks, money 
loaned, or otherwise, and not to debts due tothe tax- 
payer growing out of the ordinary affairs of business 
life.” 


It was further said that the stockhold- 
ers had a right to deduct their just debts 
from the assessed value of their shares 
of stock. We have referred thus briefly 
to the decisions of several of the’ state 
courts. The same doctrine has repeat- 
edly been announced by the federal su- 
preme court. In the case of Bank v. 
Britton, 105 U. S. 322, Justice MILLER 
said, referring to the Indiana law: 

“We are of the opinion that the taxation of bank 
shares by the Indiana statute, without permitting the 
shareholder to deduct from their assessed value the 
amount of his doxa fide indebtedness, as in the case of 


other investments of moneyed capital, is a discrimin- 
ation forbidden by the act of congress.”’ 


People v. Weaver, 100 U.S. 539; Petton 


v. Bank, 101 U.S. 143; Cummings v. 
Bank, ld 153; Supervisors v. Stanley, 105 
U.S. 305. 

In the case of Boyer v. Boyer, 5 Sup. 


Ct. Rep. 706, 113 U. S. 689, Justice 
HARLAN, in an exhaustive opinion, re- 
views all the cases relating to this mat- 
ter which have been decided in the 
United States supreme court, and de- 
duces the following rules for the con- 
struction of the federal statute under 
consideration: 


(x.) ““ That the words ‘at a greater rate than 1s asses- 
sed upon other moneyed capital in the hands of indi- 
vidual citizens,’ refers to the entire process of assess- 
ment, which, in the case of national bank shares, 
includes both their valuation and the rate of percent- 
age of such valuation; consequently that the act of 
congress is violated if, in connection with a fixed per- 
centage applicable to the valuation alike of national 
bank shares and of other moneyed investments or 
capital, the state law establishes or permits a mode of 
assessment by which such shares are valued higher in 
proportion to their real value than is other moneyed 
capital. (2.) That a state law which permits indi- 
vidual citizens to deduct their just debts from the val- 
uation of their personal property of every kind other 
than national bank shares, or which permits the tax 
payer to deduct from the sum of his credits money at 
interest or other demands to the extent of his dona fide 
indebtedness, leaving the remainder to be taxed, 
while it denies the same right of deduction from the 
cash value of bank shares, operates to tax the latter at 
a greater rate than other moneyed capital.” 


The case of Hepburnv. School Directors, 
23 Wall. 480, was relied upon by the su- 
preme court of Pennsylvania as uphold- 
ing the doctrine that, if the taxation of 
these shares of national banks was at 
no higher rate than other capital of a 
similar character, it did not violate the 
provision of the federal statute, So here 
it is claimed that, inasmuch as no one 
can deduct his indebtedness from any 
corporate stock he may own, the act of 
congress in not violated. In referring 
to the language used by the Pennsyl 
vania supreme court, the United States 
supreme court in Boyer v. Boyer, supra, 
says: 


“If by this language it is meantthat an illegal dis- 
crimination against capital invested in national bank 
shares cannot exist where no higher rate or heavier 
burden of taxation is imposed upon them than upon 
capital invested in state bank shares, or in state sav- 
ings institutions, we have to say that such is not a 
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proper construction of the act of congress. Capital in- 
vested in national bank shares was intended to be 
placed upon the same footing of substantial equality 
in respect of taxation by state authority as the state 
establishes for other moneyed capital in the hands of 
individual citizens, however invested, whether in state 
bank shares or otherwise.” 


In view of these decisions by the 
supreme court of the United States, it is 
clear that the holder of this stock must 
be placed in the same position of advan- 
tage, with reference to the right to de- 
duct from the cash value of his stock his 
bona fide indebtedness, as the individual 
who owns no stock in any such corpora- 
tion, but who has other ‘‘moneys and 
credits.”” In any event, we would not 
be justified, in the light of the adjudica- 


RESPONSIBILITY OF 


tions, in deciding this case in accordance 
with the contention of appellee, and 
thereby placing the court in an attitude 
of hostility to the decisions of the United 
States supreme court on a federal ques- 
tion. For the error of the district court 
in refusing to deduct the value of the 
plaintiff bank’s real estate from the value 
of its capital stock, and in refusing to 
allow the plaintiffs Lockman and Drake 
to deduct their indebtedness, as hereto- 
fore stated, from the stock assessable to 
them, this case must be reversed, and it 
will be remanded to the district court for 
action in conformity with this opinion. 
Reversed and remanded. 


BANK ISSUING EXCHANGE FOR CONTINUED 


SOLVENCY OF DRAWEE. 


Appellate Court of Indiana, May 13, 1892. 


ANGALETOS v. MERIDIAN NATIONAL BANK oF INDIANAPOLIS. 


1. In an action by the purchaser against the drawer 
of drafts, payment of which was refused by reason of 
the suspension of :he drawee when presented, 2 and 5 
months after issue, though they could have been sent 
through the mail in 10 days, plaintiff is guilty of 
laches, in the absence of evidence that they had been 
in circulation, and presentment delayed on that ac- 
count, and he cannot recover. 

2. A memorandum issued witha draft providing for 
issue of a duplicate after six months, if the original 
were lost or destroyed without presentation for pay- 
ment, does not unqualifiedly give six months for pre- 
sentment, orrelieve from the result of delay. 

3 Under Rev. St. Ind.1881, §346, providing as a cause 
of demurrer to an answer that it does not state facts 
“sufficient to constitute a cause of defense,” a de- 
murrer alleging that the answer does not state facts 
sufficient “to bar the plaintiff’s action” is insufficient, 


Appeal from superior court, Marion 
county; L. C. Waker, Judge. 

Action by George Angaletos against 
the Meridian National Bank of Indianap- 
olis on drafts. Judgment for defend- 
ant. Plaintiff appeals. Affirmed. 


J. Buchanan, for appellant. O. B. 


Jameson, for appellee. 


CruMPACKER, J. Angaletos sued the 
bank upon two drafts drawn by the lat- 
ter in favor of Anast B, Poulon upon the 
American Exchange at London, Eng. 
It is alleged in the complaint that plain- 
tiff purchased the drafts for Poulon, and 
that they were presented for payment in 
due course of business, but payment was 
refused, and they were protested, and 
notice thereof was given the defendant; 
that plaintiff had been compelled to pay 
the drafts to the holder, although it is 
not alleged that he ever indorsed them. 
An answer was filed, consisting of seven 
paragraphs, to which a demurrer was 
filed. 
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(Consideration of sufficiency of demurrer 
omitted.) 


Under these authorities the demurrer 
in question must be cisregarded. 

It is next insisted that the finding (for 
defendant by the court below) is not 
supported by the evidence. It was 
shown at the trial that one of the drafts 
in suit was issued by appellee on the 7th 
day of December, 1887, and was of the 
tenor following: 


“Exchange for £51. Indianapolis, Dec. 7th, 1887. 
On demand of this original draft, (duplicate unpaid,) 
please pay to the order of Anast B. Poulon the sum of 
fifty-one pounds sterling. A. F. Kopp, Cashier. To 
American Exchange in London, Ltd., 449 Strand, Lon- 
don, Eng. 


Accompanying the draft was the fol- 
lowing memorandum: 


GIVEN TO THE PURCHASER 
If the draft of which OF DRAFT. 
this 1s a memorandum be 
lost or oth. rwise destroy- 
ed, and not presented for 
payment within six 
months from date of issue, 
and if satisfactory evi- 
dence be given of same, a 
duplicate draft may be, Angaletos. Received for 
issued in lieu thereof, above draft, $248.37. (420B. 
“ A. F. Kopp, Cr. 


Memorandum of issue of 
demand draft No. os0,508. 
Date Ind’pls. Dec. 1-87. 
Amount £51 on A. E. in 
Europe, Ltd. At London. 
Payable to Anast B. Pou- 
lon. Purchaser. George A. 


On the 16th day of March, 1888, the 
other draft sued upon was issued by ap- 
pellee to the same party, upon the same 
terms as the one set out, for the sum of 
$60, and was accompanied by a memo- 
randum the same as that above given. 
These drafts were presented for pay- 
ment on the r2th day of May, 1888, and 
payment was refused on account of the 
drawee having suspended; and they 
were duly protested. The drafts, mem- 
orandum, and certificate of protest were 
introduced in evidence, but the only 
evidence of notice to appellee of the 
dishonor or protest of the instruments 
was what might be inferred from the 
following letter by the cashier to the 
appellant: 
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“Indianapolis, July 7th, 1888. 
Allegheny, Pa. Dear Sir: Your favor of the 3d inst, 
received and noted. If due diligence had been used 
in the matter, your drafts would have been paid, if 
the checks had been presented in a reasonable time. 
If the bank in London ever pays anything, you may 
probably get something. Respectfully yours, é 

A. F. Kopp, Cashier. . 


George Angaletus. 


There was also evidence showing that 
it required about 1o days, in the usual 
course, for an item of mail to go from In- 
dianapolis to London. There was no evi- 
dence that the drafts had been in circu- 
lation and their presentment delayed on 
that account, except there appear two 
indorsements upon the back of each ina 
foreign tongue, of which the record 
contains no translation. 

Demand bills of the character of those 
in question are made in the nature of 
bank checks, and are intended to be 
paid without any delay, having in view 
the reasonable convenience of the hold- 
ers. Bull v. Bank, 123 VU. S. 105, 18 
Sup. Ct. Rep. 52; Dumont v. Pope, 7 
Blackf, 367: Jusurance Co. v. Gray, 13 
Mich. 191; Walsh v. Dart, 23 Wis. 334; 
Parker v. Riddick, 65 Miss. 242, 3 South. 
Rep. 575; Daniel Neg. Inst. §§ 605, 
1587; Byles, Bills, p. 215. Such drafts 
are negotiable, and, though not intended 
for general circulation, they may be put 
into the arteries of trade, and supply 
commerce with aliment in the journey 
to their destination. It was said by the 
court in Parker v. Riddick, supra: 

“Paper payable on demand, while not commonly 
intended for that purpose, may be put into circula- 
tion; but its ultimate presentment for payment can- 
not be delayed beyond a reasonable time, by transfer 
or successive transfers, any more than itcan by being 


locked up or held an unreasonable time by the first 
or any subsequent holder.”’ 


Ordinary bills of exchange issued 
upon time are calculated for circulation, 
and are an important factor in the com- 


merce of the country. The holder of 
such paper is bound to put it into circu- 
lation without unreasonable delay, or 
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forward it to tne drawee for acceptance 
or payment, as the case may be; but if 
it is kept in circulation, a delay ofa 
year or more will not discharge the 
drawer. Goupy v. Harden, 7 Taunt. 159; 
Mullick v. Radakissen, 28 Eng. Law & 
Eq. 86; Salisbeury v. Renick 44 Mo. 554; 
Wallace v. Agry, 4 Mason, 336; Robinson 
v. Ames, 20 Johns. 146; Thornburg v. 
Emmons, 23 W. Va. 335; Jordan v. 
Wheeler, 20 Tex, 698; Montelius v. Charles, 
76 Ill. 303. 

In the case before us, there was no 
evidence that the paper was in circula- 
tion, and, the burden being with appel- 
lant to show diligence, the finding of 
the trial court that the holder was guilty 
of laches in presenting it for payment 
must be upheld, unless there is some- 
thing in the memorandum, as claimed by 
counsel for appellant, to take the paper 
out of the ordinary rule. 

The argument is that the memoran- 
dum issued with each draft should be 
construed as part of it, and the provis- 
ion for the issuance of a duplicate after 
six months, if the original were lost or 
destroyed without presentation for pay- 
ment, is substantive, and gives the hold- 
er, unqualifiedly, six months in which 
to present the paper. Ordinarily, for- 
eign bills are issued in sets of three, 
called ‘‘ first,’ ‘‘ second” and ‘‘ third” 
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of exchange, in order to guard against 
accidental delays in the mails, and to 
insure safe transmission. The whole 
set constitutes one bill, and the dis- 
charge of any one discharges all. In 
this case but one was issued designated 
the ‘‘original.”” The only effect of the 
memoranda was to provide for issuing 
duplicates under certain contingencies, 
and they contained data for that pur- 
pose. They do not assume to change or 
qualify the agreement imported into the 
contract by legal implication, that the 
holder should present the paper for pay- 
ment within a reasonable time. The 
laches of the holder in presenting the 
original would discharge the drawer re- 
specting the duplicate, regardless of the 
time of its issue. Benton v. Martin, 40 
N. Y. 345. Notwithstanding the drawer 
may have been discharged by the laches 
of the holder, the latter would still have 
his right against the drawee, and upon 
the happening of the contingencies 
named in the memoranda would be en- 
titled to the duplicates, to enable him to 
assert that right Our conclusion is that 
the memoranda contain nothing to re- 
lieve appellant from the result of the de- 
lay in presenting the paper. This con- 
clusion renders it unnecessary to discuss 
the question of notice. 
The judgment is affirmed. 
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ABSTRACTS AND NOTES OF CASES. 


Married Women as Sureties in 


Indiana. 


Vories v. Nussbaum, Supreme Court of Indiana, April 27, 1892. 


Bankers frequently express an aversion to 
discounting accommodation paper containing 
the names of married women; and in every 
state before this is done, great care should be 
taken to become informed of the law and statutes 
regulating the married woman’s capacity to 
make contracts and bind herself upon negoti, 
able paper. At early common law, a married 
woman could not make contracts, or bind her- 
self in any capacity on negotiable paper, but 
enabling statutes have been enacted in many 
states enlarging the power of married women to 
make valid contracts. 

The following decision of the supreme court 
of Indiana, is important to be noted by every 
banker in that state; and will be useful by way 
of admonition to bankers elsewhere... It is a 
case where a married woman’s note, not known 
to be accommodation paper but in fact such, is 
declared unenforceable even in the hands of an 
innocent indorsee, . 

Since September 19, 1881, there has been in 
force in Indiana, the following statute (Rev, St. 
1881 $5119): 

“4 married woman shail not enter into any contract 
of suretyship~, whether as indorser, guarantor, or in 
any other manner, and such contract as to her shall be 
void.” 

In 1888, Lottie A. Vories, a married woman, 
executed her negotiable promissory note pay- 
able one year after date at a bank in Plymouth, 
to the order of one B, by whom it was 
assigned to F, and by F assigned to plaintiffs, 
before maturity, for value. Mrs. Vories also 
executed, as security, a mortgage on her sep- 
arate property, which was joined in by her hus- 
band. The consideration for the note, given by 
the payee, went to the husband, and was used 
in payment of his individual debts. Plaintiffs 
knew the maker was a married woman, but had 
no knowledge or notice that the consideration 
did not go 10 her, They made no inquiry, how- 
ever, as to who received the consideration. 


The court (reversing the lower court) decides 
that the plaintiffs have no remedy against the 
maker on the note. The fact that the husband 
did, and the wife did not, receive the con. 
sideration for which the note was executed, 
is held to conclusively establish the propo- 
sition that she surety and not the 
principal in the note, notwithstanding the form 
ot the contract; and the statute is held to invali- 
date the note, (although negotiable paper,) even 
in the hands of an innocent purchaser for value, 
acquired in the regular course of business. The 
case is brought within the doctrine that a note 
executed in violation of a statute, is void, even 
in the hands of an innocent purchaser for value. 

Judge McBripe dissents on the ground that 
while the letter of the statute makes contracts 
of suretyship by a married woman void, the 
spirit of the statute makes them voidable, and 
not void; and in the present case the doctrine of 
estoppel in pais should prevent the maker from 
contending that the note was void as against an 
innocent indorsee. 

The point decided by the majority is very im- 
portant for Indiana bankers to note. It will 
put them on their guard against paper bearing 
the name of a married woman in any form; 
and, in fact, paper signed by any female, for 
how are they to know that a supposed unmarried 
woman is infact such, The decision tells them 
that if a note is executed by a married woman 
as surety, it is void. To all appearances the 
note may have been regularly given by an un- 
married female for value to herself; but, if the 
fact is otherwise, no amount of *‘ innocence” in 
the discounting bank will save them from loss. 
Notwithstanding the element of negotiability, 
the recital of ‘‘ value received,” the regular non- 
surety form, and the character of the holder— 
bona-fide, for value, without notice—the paper 
is nevertheless void; there is no estoppel ac- 
cording to the majority of the Indiana supreme 
court. 


was a 
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Payment by Draft 


Edwards v. Harvey, Court of Appeals of Colorado, 
April 25, 1892. 

A debtor sent a draft to his creditor, who, in 
reasonable time, endeavored to collect it; failing 
in which, he returned it to the debtor. In an 
action by the creditor for a balance of account, 
he is held not chargeable with the amount of 
the draft, 


Liability of National Bank Stockholder. 


Young v. McKay, U. S. Circuit Court, N. D., Califor- 
nia, April 18, 1892. 

This case is very similar to, and follows, 
Wuitney v. Burier, 118 U. S. 655, which 
exempts a shareholder from liability for assess- 
ment where, although his stock remains in his 
name on the books at the time of the bank’s 
failure, he has previously surrendered the certi- 
ficate to the bank officers with request for trans- 
fer. In the present case it appeared that nearly 
a year before the failure of the California Na- 
tional bank, a stockholder had sold his stock to 
a broker for an undisclosed principal, that he 
indorsed the same and requested the broker to 
inform the cashier of the transaction, and to 
have the stock transferred; that the broker ac- 
cordingly handed the stock to the cashier, gave 
him the necessary information, and requested 
him to make the transfer. This the cashier 
promised to do, but in fact the transfer was 
never made. The certificate recited that it was 
transferable on the books of the company ‘‘ by 
indorsement hereon and surrender of this certi- 
ficate.” The court holds that in requesting the 
cashier to make the transfer the broker acted as 
the seller’s agent, and that the latter did all 
that was required of him as a prudent business 
man, and could not be held liable as a stock- 
holder, 


Liability of Firm on Accommodation 
Paper by One Partner. 


Van Dyke v. Seelye, Supreme Court of Minnesota, 
May 20, 1892. 


The discount of commercial paper by banks is 
net confined to that drawn against existing 
values, Accommodation paper, founded on the 
credit and commercial responsibility of the 
names appearing thereon, frequently finds its 
way tothe bill case. In discounting the accom- 
modation paper of partnerships, bankers should 
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be on their guard as to the authority of the 
signing partner, The following propositions 
announced by the supreme court of Minnesota 
in the present case, (reversing the lower court), 
if they do not instruct bankers on points which 
they did not know before, will at least have the 
wholesome effect of bringing the law of the sub- 
ject freshly to mind: 


1, The mere partnership relation does not au- 
thorize a partner to execute bills or notes in the 
firm name for the accommodation of, or as 
surety tor, a third person, nor will the mere 
fact that the partnership may obtain some indi- 
rect or incidental benefit from the transaction 
authorize him to do so. 

2. Where a note has been executed by a mem- 
ber of a firm, the presumption is (nothing to the 
contrary appearing on the face of the paper) 
that it was given for a partnership purpose. 

3. But where it is made to appear that it was 
given for a purpose outside of the scope of the 
partnership business, (as, for example, for the 
accommodation of a third person,) and that the 
plaintiff took it with notice of that fact, the 
burden is on him to prove affirmatively the pre- 
cedent authority or subsequent ratification of 
the other partners. 

4. Mere silence or omission to repudiate the 
unauthorized act of the partner, upon know- 
ledge of the facts, will not PER SE amount to 
ratification; the other partners are not bound, 
as a matter of law, to deny their liability until 
it is sought to be enforced. 


A Question of Prior Appropriation on 
Attachment of Bank Deposit. 


Peoples’ Bank of Kentucky v. Barbour, Court of Ap- 
peals of Kentucky, May 14, 1892. 


Money standing in a bank to defendant's in- 
dividual credit was attached. He was executor 
of his father’s estate, and claimed that the fund 
had been turned over to the estate in payment 
of his indebtedness to it, but the amount of such 
indebtedness was not shown. He testified that 
he had before suit directed the bank to place the 
money to his credit as executor. The president 
of the bank testified that he had no knowledge 
of such direction, and thought none had been 
given. It appeared, if such direction had been 
given, it had referencee also to other sums of 
money which defendant had drawn out and 
used for his individual purposes, 

The court holds, that the fund had not in 
good faith been appropriated in payment of his 
indebtedness to the estate, and it was therefore 
subject tothe payment of the creditor bank’s 
judgment. 
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THE PROFITLESS NATIONAL BANK CIRCULATION.* 


E have read with much interest, 
Gustav Kustermann’s article on 
‘‘The Profitless National Bank Circula- 
tion.” We did considerable figuring 
upon this same subject in 1890, when 
the United States treasurer was endeav- 
oring to relieve the money market by 
paying off 444 per cent. bonds, as ours 
were of that denomination, and we de- 
cided to accept his offer. 

We did not figure just as Mr. Kuster- 
mann does, therefore, if you will permit 
a few friendly criticisms to be made, we 
will show you that our circulation and 
results will stand the test of any who 
may yet be resting under the false im- 
pression that the National Bank Act is 
class legislation. 
the money 


Not being able to get 
for our bonds, because they are held in 
security for the circulation to which this 
refers, other government bonds had to 
be purchased and substituted for them, 
and there being no other alternative, this 


was done and theexchange made. The 
new bonds cost 24 per cent. premium, 
which was a dead loss to us of $6,000, 
because they must be held until ma- 
turity, at which time we get their face 





*Inthe June: JOURNAL an article by Gustav Kus- 
termann appeared, showing the three years circula- 
tion experience of a national bank of $100,000 capital 
in Wisconsin, and a net loss on circulation during 
that period of $1,395. In the July 1 JOURNAL, Mr. Jas. 
Stott, of Carbondale, Pa., criticises Mr. Kustermann’s 
article as presenting a very exceptional case, and not 
typical. He presents the matter from his standpo nt, 
and figures out a yearly profit on circulation fora 
bank of $100,000 capital of $848, with money at five per 
cent.; ot $640, with money at six per cent.; while with 
money at 9.094 per cent. the profit would vanish. The 
present article, received before the publication of Mr. 
Stott’s, but too late for insertion in the last issue, 
presents different figuring from Mr. Kustermann, but 
shows there is no profit, buta lossin national bank 
circulation under present conditions. 


value only. If we had this premium, 
we could loan and re-lown it every four 
months or oftener, for the next 17 years, 
which is the time these bonds mature. 


LOSs NO, I, 


This is our first and greatest loss, and 
by 1903 (when the bonds mature), 
with ro per cent. interest, which is 
our maximum interest rate according 
to law, compounded every four 
months, amounts in round numbers 
coves @ 98,980 


LOSS NO. 2, 


By forcing us to take bonds, we lose 
the use of $25,000, which we could 
loan at a maximum interest of 10 
per cent, while the investment in 
bonds pays but 4 percent., however, 
the government returns us $22,500 
in new money, therefore, in reality 
depriving us of the use of but $2,500, 
which, if we had, we could loan and 
re-loan during the period of time in 
question as per Loss No. 1, and the 
interest alone on this would amount 


LOSS NO. 3. 

As Mr. Kustermann states, the tax on 
$22,500 circulation is $225 each year, 
payable semi-annually, therefore 

225 each year and compound inter- 
est every four months until 1903, 


LOSS NO. 4. 


About fourteen times a year a pack- 
age of new currency is received, 
which costs us an average express 
charge of 50 cents each time. This 
foots up in 17 years in round num- 
bers with interest 


LOSS NO, 5. 

Now comes the yearly bill for printing 
this new currency, and we find it 
something over $8 per year, which 
by 1903 equals with interest about. . 
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LOSS NO. 6, 


Cost of steel plate for bank notes $50. 
This grows in 17 years to 


Total loss 
GAIN NO, I, 


4 per cent. interest on $25,000 Gov- 
ernment bonds payable quarterly for 
each of 17 years, and therefore we 
figure (at the same rate we do our 
loss) quarterly compound Io per 
cent. interest on the amount re- 
ceived each year for I7 years; 
which is an actual gain in round 
numbers of 


Net loss in 17 years 
Average loss per year 


Mr. Kustermann figures the fall in 
the market in government bonds asa 
loss, which fluctuates each year. My 
criticism on that is this: No matter 
how the market fluctuates, the fact re- 
mains the same, that in reality, by the 
time the bonds mature you have lost 
just $6,000 (the premium you paid) and 
the compound interest thereon. 

Also Mr. Kustermann deducts the 
$1,125 held in the treasury for redemp- 
tion purposes, from the $22,500 he re- 
ceived. As a matter of fact, the inter- 
est on this is not a loss, as the law allows 
the bank to figure this money as a part 
of its required reserve. 

A bank of $100,000 capital, doing 
business with the interest laws about 
like those in Kansas, by the present 
system of circulation, is subject to a 
dead loss of $440 each year; for this rea- 
son, it seems to us the national bank 
law, as to circulation, certainly is a little 
out of joint with the times. 
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Is there any good reason for the gov- 
ernment accepting her own bonds, which 
are selling at 14 per cent. premium, as 
go per cent. security? When they 
could be bought at par the case was 
different. Then the country needed an 
increase in the circulation, and who 
could have devised a safer way than to 
have accomplished it? 

We might have more national banks 
if this loss did not stare them in the 
face. Right here our Alliance friends 
might ask, if this loss is dona fide why 
do new national banks start at all? 
Simply because a national bank with the 
protection thrown about it afforded by 
the government examinations and the 
rigid national bank laws, is forbidden 
to practice those things which our gov- 
ernment considers inconsistent with con- 
servative banking, and it therefore has 
a better reputation for conservatism, 
commands 


confidence and enjoys a 
larger patronage; and so far as the loss 
is concerned, it simply makes its profit 


that much less, and the bank can 
stand it if forced to. But is it fair and 
right? Is any other legitimate business 
hampered in this way? 

Either this loss should be offset by 
issuing the remaining 10 per cent. of 
our bonds in currency, or Uncle Sam 
should issue some bond, (say one similar 
to the English consol for example), 
which could be sold to the national 
banks at par, bearing a sufficiently low 
rate of interest that would offset any 
profit there might otherwise be in it for 
the banks. W. MACFERRAN. 
THE MERCHANTS’ NATIONAL BANK, 

Topeka Kans., June 25th, 1892. 
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DEPARTMENT OF QUERIES AND REPLIES. 


puis department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 


eral interest, and expect prompt and careful consideration thereof, without charge. 


The names and places 


of those submitting inquiries are published, unless special request is made to the contrary. 


Liability of rreguiar Indorser in Pennsylvania. 


CARBONDALE, PA.,, July 1, 1892. 
Editor Banking Law Journal: 


DEAR Sir:—A makes his note and gets it dis- 
counted at the bank thus: ‘‘ Four months after 
date I promise to pay to the order of the First 
National Bank of C dollars.” 

The note is indorsed as accommodation in- 
dorsers by B and also by C. In case of non- 
payment by A, can the bank of C, who holds 
the note, look to the indorsers? Or is the bank 
properly and in fact the first indorser, and 
hence has no claim on its indorsees? Ss. 


The character of liability assumed by 
a party, neither maker nor payee, who 
places his name on the back of a nego- 
tiable note before delivery to the payee, 
and by his credit makes it acceptable to 
the latter, is a matter of judicial differ- 
ence in the several states. 

In Pennsylvania, such an irregular 
indorser stands as a second indorser, 
the payee being first, and is not liable 
to the payee at all. Before the act of 
1855, (the Pennsylvania statute of frauds) 
it was competent to prove by parol that 
the object of the indorsement was to 
give the maker of the note credit with 
the payee, and under such proof, the 
irregular indorser was liable tothe payee 
as first indorser, on proper steps being 
taken to preserve his liability. That 
statute, however, closed the door against 
this species of proof, and required such 
agreement or understanding to be evi- 
denced by some memorandum or note 
thereof in writing, signed by the party. 
Arnot v. Symonds, 85 Pa. 102 


In Schafer v. Farmers’ Bank, 59 Pa. 
St. 144, the law of the state is reviewed 
by SHARSwoop, J., and the irregular in- 
dorser held not liable to the payee on 
his indorsement; that the _ indorse- 
ment itself was not such a note in 
writing as was required by the statute, 
See also, 60 Pa. St. 35; 1 Leg. Rec. 58. 

The First National Bank of C, there- 
fore, on the note payable to its order, 
and containing the names of B and Cas 
indorsers, would have no recourse upon 
the latter, unless some signed memoran- 
dum in writing, as required by the 
Pennsylvania statute, in addition to the 
indorsement, could be shown. The 
bank, in law, would be first indorser. 

In discounting notes of customers on 
the security of added names, therefore, 
care should be taken that a written con- 
tract be signed by the accommodation 
indorsers sufficient to answer the statutet 
or that the note be made in the firs; 
instance to the order of the accommoda- 
tion indorser, and by him indorsed to 
the bank, so that the indorsements 
would be regular, and the accommoda- 
tion signer held as first indorser. 


Maturity of Note in Arizona. 


ARIZONA, June 24, 1892. 
Editor Banking Law Journal: 
DEAR SirR:—Please give us the date upon 
which a note matures which reads as follows: 
‘‘—_—., A. T., March 23d, 1892.—Three months 
after date we promise to pay to the order of John 
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Jones, at the National Bank in the city of 
——, Arizona, one thousand dollars, with inter- 
est at the rate of ten per cent, per annum from 
date until paid. SmiTH & Co.” 


Our laws allow three days’ grace on bills of 
exchange or promissory notes. They also pro- 
vide that ‘‘whenever any act * * #* 
is appointed by law or contract, to be performed 
upon a particular day, which day falls upona 
holiday, such act may be performed upon the 
next business day, with the same effect as if it 
had been performed upon the appointed day.” 

Now the above note being allowed three days’ 
grace, it must mature on the 26th of June—that 
day being a holiday, would it be proper to pro- 
test it upon the 25th or the 27th? B. 


The note should be protested on the 
27th. The provision quoted applies. 
Days of grace are a part of the contract 
and the act of payment, provided by the 
contract to be performed on the last day 
of grace, is postponed by the law, when 
such day is a holiday, to the following 
day. 


Legal Tender of Silver and Minor Coins 


BANKING House or W. J. Brewster & Co., } 
HANNIBAL, N. Y., July 20, 1892. ) 
Editor Banking Law Journat: 
DEAR S1r:—When collections come to us via 
express, what can we pay them in, 
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Pennies, 
Dimes, 
uarters, 
alves, and 
Dollars? 
Yours truly, 


W. J. Brewster & Co, 


The following is a valid legal tender: 


25 pennies; 5 nickels; 100 dimes; 40 quarters ; 20 
halves ; and silver dollars to any amount. 


The following is the authority: 


Sec. 3587 U. S. Rev. Stat. ‘‘ The 
minor coins of the United States shall 
be a legal tender, at their nominal value 
for any amount not exceeding twenty- 
five cents in any one payment.” 

Sec. 3, chap. 12, Act of 1879, (first 
session, 46th congress). ‘‘ That the 
present silver coins of the United States 
of smaller denominations than one dol- 
lar shall hereafter be a legal tender in 
sums not exceeding ten dollars in full 
payment of all dues, public and private.” 

Chap. 20, Act Feb. 28, 1878. The 
silver dollars ‘‘shall be a legal tender, at 
their nominal value, for all debts and 
dues, public and private, except where 
otherwise expressly stipulated in the 
contract.” 


The Statute of Limitations on Time Certificates of Deposit in New York. 


THe First NATIONAL BANK, } 
. New York, July 8, 1892. § 


Editor Banking Law Journat: 


Dear Sir:—I wish to submit the following 
case for legal opinion. A B & Co., private 
bankers, issued their certificate of deposit, read- 
ing as follows: 


BANKING House or A B & Co., t 
, N. Y., (dated) October 7, 1875. 
Mr. John Smith has deposited in this bank 
$200, payable to the order of himself, three 
months after date, in current funds, on the re- 


turn of this certificate properly indorsed, and 
shall receive interest at the rate of 7 per cent, 
per annum, if left —— months after date. 
[Signed. ] D, E., Cash. 


A B & Co.,, being private bankers and simply 
co-partners and not under the supervision of 
the state banking department, the question is 
whether the statute of limitation has not run on 


this certificate of deposit, it being claimed that 


this certificate of de posit is in effect a negotiable 
promissory note. A. B. 
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By the law of many states, a certificate 
of deposit in ordinary form, is held in 
legal effect a promissory note and gov- 
erned by the same rules. In these states 
the statute of limitation would com- 
mence to run on the instrument in ques- 
tion at the end of three months, without 
the pre-requisite of a demand. 

But in New York state, a distinction 
has been drawn in many cases with re- 
spect to the requisite of demand, be- 
tween certificates of deposit and prom- 
issory notes. It is the settled law of 
New York that ona promissory note, 
payable on demand, with or without 
interest, the statute of limitations will 
run from date, without previous demand. 
Likewise, on a note payable at a future 
day, the statute commences to run from 
maturity, without demand. 8 Cowen, 
271; 17 Johns., 148: 100 N. Y., 265. 

It is equally well settled that on a certi- 
ficate of deposit in ordinary form, issued 
by a bank, no legal right of action arises, 
and the statute of limitations does not 
commence to run until a demand of 
payment has been made. 68 N. Y., 
314; 85 N. Y., 580; 100 N. Y., 265. 


DISTINCTION BETWEEN DEPOSIT AND LOAN 
AS TO NECESSITY OF DEMAND, 


It will be instructive to state a few of 
the New York cases wherein a deposit, 
either ordinary or evidenced by a certifi- 
cate, has been distinguished from a loan 
or other form of indebtedness, with re- 
spect to the pre-requisite of demand, 
and has been made an exception to the 
general rule that ‘‘an action lies ona 
promise to pay money on demand,” 
without previously demanding it. In 
Downes v. Phenix Bank, 6 Hill, 297, a 
depositor was held not entitled to main- 
tain an action against the bank for his 
deposit, without previously demanding 
it. Bronson, J., said: 


“The banker is not in default and no action will lie, 
until payment has been demanded. No one could de- 
sire to receive money on deposit for an indefinite pe- 
riod, with a right in the depositor to sue the next 
moment, and without any prior intimation that he 
wished to recall the loan.” 


The same principle has been extended 
to depositories other than bankers. In 
Boughton v. Flint, 74 N. Y., 482, the 
court says: 


“The money was not loaned to the testator at his 
request, but was being left by him for his wife at her 
request, and he was not in default in not paying it 
over until she should demand it, as he was requested 
to keep it until then.” 


In Payne v. Gardner, 29 N. Y., 146, a 
sailor left on deposit with a mercantile 
firm $1,000, which they received and 
credited to him on their books, and is- 
sued to him a receipt therefor, stating 
the amount was ‘‘to his credit on our 
books, at six per cent. interest.” The 
court declared that if the transaction 
was a mere loan of money, the statute 
ran from the date of the receipt, but if it 
was a deposit, to be repaid only on de- 
mand, the action was not barred. The 
transaction was held a deposit; although 
not made with a banker, it was of pre- 
cisely the same nature, and the same 
principles applied. 

In Smiley v. Fry,100 N. Y., 262, a firm, 
upon receipt of the sum specified, issued 
the following instrument: 


“Due S. K. Ashton M. D., trustee, four thousand 
dollars, returnable on demand. It is understood this 
sum is specially deposited with us, and is distinct 
from the uther transactions with the said Ashton.” 


The court held the instrument in the 
nature of a certificate of deposit, and 
not a promissory note; hence a defense 
of the statute of limitations was not 
available, for the reason that a demand 
of the money deposited was not made 
prior to six years before commencement 
of the action, 
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CERTIFICATE OF DEPOSIT, NO LESS SUCH 
BECAUSE ISSUED BY PRIVATE BANKER, 


The inquiry put with reference to the 
present instrument is: The issuers 
‘‘being private bankers and simply co- 
partners, and not under the supervision 
of the state banking department, the 
question is, whether the statute of lim- 
itations has not run on this certificate of 
deposit, it being claimed that this certi- 
ficate of deposit is in effect a negotiable 
promissory note.” 

But, so far as the issuers being private 
bankers is concerned, we have seen that 
a deposit may be made with, and a cer- 
tificate issued by, a mercantile or other 
private or non-banking firm, and still 
the same principle that a demand is a 
pre-requisite to action or statute, will 
equally apply. The character of the 
issuer, therefore, will not take the in- 
strument out of the category of certifi- 
cates of deposit, upon which demand 
must be made before the statute runs, 


IS TIME CERTIFICATE TO BE RANKED WITH 
ORDINARY CERTIFICATE ON WHICH DE- 
MAND IS A PRE-REQUISITE, OR WITH 
PROMISSORY NOTES? 


Another point for consideration, how- 
ever, remains. It will be noted that the 
certificate is payable ‘‘three months 
after date,” on ‘‘return of this certificate 
properly indorsed.” In other words, it is 
a time certificate of deposit. Now allthe 
cases in New York state which have held 
that in’ case of a deposit, demand is 
necessary prior to the running of the 
statute, have been either cases of ordin- 
ary deposit, or of deposits evidenced by 
certificate payable on demand. So far 
as we can find, the question of demand 
as a pre-requisite has not arisen in New 
York respecting time certificates of de- 
posit. 
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The suggested question for considera- 
tion therefore is: Is there any difference 
or peculiarity about a time certificate of 
depusit in New York state, as distinguish- 
ed from deposits (certificate or general) 
payable on demand, which will take it 
out of the category of ordinary certifi- 
cates, upon which demand is a pre- 
requisite to suit or statute, and class it 
with promissory notes, upon which the 
statute runs without demand? 

Possible reasons for a different status 
for time certificates of deposit will be 
examined. 


1. Judicial Definition of Time Certificate 
as a Promissory Note, 


Since 1840 a statute has existed in 
New York state (now constituting § 84 
of the Banking Law of 1892) providing 
that ‘‘no bank or individual banker shall 
issue or put in circulation any bill or 
note of such bank or banker, unless 
the same shall be made payable on 
demand and without interest,” ex- 
cepting ‘‘certificates of deposit payable 
on presentation, with or without inter- 
est, to bearer or to the order of a person 
named therein; 
resent money actually deposited. Were 
the certificate in the present case issued 
by a bank or individual banker, it would 
be void under the decisions; but this 
law does not apply to private bankers. 

In several decisions under this statute 
involving time certificates of deposit, 
the instruments have been held to be 
promissory notes, and void by reason of 
the statutory prohibition. The point 
suggests itself, whether in view of the 
fact that time certificates of deposit 
have been held promissory notes, so as 
to fall within the statutory prohibition, 
they would not also be held promissory 
notes, so as to be governed by the prin- 


such certificates to rep- 
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ciple applicable to such notes, that the 
Statute of limitations begins to run 
without previous demand. 

We think the calling of the time certi- 
ficate a promissory note, under the pro- 
visions of the prohibitory statute, is not 
enough to make it a promissory note, 
respecting the prerequisite of demand. 
In one of the cases under this statute 
(2 Hill. 243,) the court said that in strict 
terms, the statute probably comprehend- 
ed only ‘‘ordinary bank bills and notes,” 
yet its purpose and intent was broad 
enough to apply to and make void a 
post bill of exchange issued by a banker. 
The distinction between a bank bill and 
a bill of exchange, is marked, yet for 
the purpose of the act, the latter was 
deemed a bank bill. Equally, in New 
York state, a distinction has been made 
between ordinary promissory notes and 
certificates of deposit; and although the 
latter may be deemed a promissory note 
so as to fall within the statutory prohib- 
ition of bankers’ post-notes, it does not 
follow that a time certificate of deposit 
possesses all the attributes of promissory 
notes, so as to be governed by the same 
rules respecting demand. An analogy 
is furnished by the instance of checks 
and bills of exchange. Checks, as is 
well known, are not subject to all the 
rules which regulate bills of exchange, 
yet under statutes authorizing protests 
of bills of exchange, checks have been 
declared bills of exchange. We think, 
therefore, so far as the characterization 
of a time certificate as a promissory 
note is concerned, it has reference only 
to the prohibitory feature of the law, 
and does not make the certificate a 
promissory note so as to be governed by 
the different rule respecting necessity of 
demand, applicable to the latter class of 
instruments. 
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Time Certificates more in Nature of 
Loan. 


But it may be argued, a time certifi- 
cate is more in the nature of a loan to a 
banker than an ordinary deposit payable 
on demand, for the reason that the bank 
has the absolute use of the fund for the 
term of the certificate, free from the 
liability of repayment. This is true, 
but in our opinion, it does not furnish a 
strong enough reason to release the 
transaction from the nature of adeposit, 
and the principles applicable to demand 
therefor, prevailing in New York state. 
All deposits are loans, but they consti- 
tute a peculiar class of loans, upon 
which demand is a pre requisite to suit, 
or running of statute. Because the de- 
posit is not payable until a future day, 
it is none the less a deposit. 


3. Other Reasons. 


It may be said that the time certifi- 
cate states a fixed time of payment; 
hence, differing from a deposit payable 
on demand, it is absolutely due and 
payable at the expiration of the term, 


without demand. But the provision of 
the certificate in question is that it shall 
be payable ‘‘on return” after three 
months; in other words, on demand, 
after three months, and our best 
judgment is that the New York courts 
would hold that this provision entitled 
the banker to a demand of payment, be- 
fore suit could be brought thereon, and 
that such demand would have to be 
made, before the running of the statute. 


SUMMARY, 


In many states, as we have seen, cer- 
tificates of deposit, demand or time, are 
held promissory notes and governed by 
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the same rules. But the New York 
courts have injected into their jurispru- 
dence, the principle that in case of a de- 
posit, differing from an ordinary loan or 
indebtedness, a demand upon the debt- 
or is a necessary pre requisite to action 
or statute. This principle has been ap- 
plied to cases of ordinary deposits, and 
of certificates of deposit payable on de- 
mand. It has not yet been announced 


in the case of time certificates; those 
certificates being less frequently issued 
in the state, owing to prohibition upon 
their issue by state or individual bank- 
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ers, although unrestricted in case of na- 
tional or private bankers. But we see 
no good reason why the same principle 
of demand before suit or statute, would 
not equally apply to the case of a valid 
time certificate of deposit issued in the 
state of New York. Our opinion, there- 
fore, is that the New York courts would 
hold the certificate of deposit in the 
present case not barred by the statute of 
limitations, if demand thereon has not 
been made prior to six years before the 
commencement of any action to enforce 
it. 
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PERIODICAL LITERATURE OF INTEREST TO BANKERS. 


A POSSIBLE CURRENCY CONTRACTION, 
by Matthew Marshall. ‘* New York Sun,” June 
27th. 1,800 words, 


Although at the end of the fiscal year, (June 
30th), the national treasury will show a fair bal- 
ance, soon after the first of July innumerable 
postponed claims, tle arrears of the sinking fund, 
and the ever-swelling pension list, will give rise 
to trouble. In this emergency the treasury will 
probably borrow money by selling new bonds, 
and draw on its gold reserve. This latter 
course will no doubt create alarm. The ship- 
ments of gold to Europe have already caused 
uneasiness among the banks which will lead 
them to divert the gold drain from their vaults 
to those of the government. If the treasury 
refuses to make payments in gold, the long- 
dreaded suspension of gold payments will have 
begun. Underexisting circumstances, European 
countries take our gold and leave us paper. To 
remedy this state of affairs, we must stop manu- 
facturing paper money. With the act of July 
14, 1890, repealed, and free coinage out of the 
way, the national currency will need no further 
tinkering. 


BANK CHECKS CHEAPER THAN GOLD, 
‘*N. Y. Press,” June 19; 5 cents; 2,400 words, 


The fact that 95 per cent. of the enormous 
number of business transactions throughout the 
country are carried on by means of checks, has 
been called a grand exhibition of the confidence, 
business men have in each other. But as a 
fact, says ‘‘ The Press,” they do not show so 
much confidence in each other after all, since 


checks are really safer than metallic money or 
national bank notes. Fraud by check can be 
committed in only two ways,—by forging the 
entire document, and by raising the amount by 
altering the numbers, while on the other hand 
there are dozens of schemes which a swindler 
may work successfully with coins and notes. 

A well-known New York bank official said 
that in a business amounting to $560,000,000 
during the current year, his bank has not dis- 
covered a single check forgery. 


DIVIDENDS, by Cyrus L. Munson, of the 
Williamsport, (Pa.) Bar. ‘‘ Yale Law Journal; 
35 cents. 4,700 words. 


Dividends, of course, are payable only from 
the profit of the corporation; in some of the 
states, indeed, as for example, New York, the 
statutes declare a director who withdraws any 
part of the capital stock in making a dividend, 
guilty of a misdemeanor. The power to declare 
dividends rests exclusively in the directors of 
the corporations, Their honesty and discretion 
are relied upon almost absolutely, the courts 
interfering only on rare and exceptional occa- 
sions. The right of a stockholder to a share of 
the profits does not arise at law until a dividend 
has been declared, But when this has been 
done and the time of payment has arrived, a 
debt is thereby created against the corporation 
in tavor of the stockholder which cannot be 
avoided on account of losses or the insolvency 
of the corporation. The right of the stock- 
holder still remains, and after demand he may 
sue for his debt. 


CURRENT NEWS AND TOPICS. 


TENNESSEE BANKERS’ CONVENTION.—The bank- 
ers of Tennessee held their annual convention 
in Chattanooga on the 8th and oth of June. 

The proceedings were interesting throughout, 
and the reading of papers particularly so. 

John K. Godwin presented the first topic for 
consideration. His subject was ‘‘ State Banks 
and Taxation.” 


The repeal of the law taxing state banks of 
issue Io per cent. is now being generally dis- 
cussed, he said, and no less than twenty bills 
have been introduced in the last congress on 
banking and currency. 

There seems to be a settled conviction in the 
public mind that we are to have no further 
issues of government bonds, and that, therefore, 
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some plan must be devised to provide a currency 
for the future. 

The ‘‘Financial Chronicle,” in a very able 
article, strikes the keynote of the situation when 
it says that our present paper currency has a 
roaming tendency and finds its way too readily 
to the great money centres and older and richer 
states, to the great detriment of the newer and 
poorer ones. The state bank notes, on the con- 
trary, would have a tendency to remain in the 
states which issue them, and when out of active 
use would go into the bank for redemption, thus 
achieving the same good results which elasticity 
would bring about. 

Why, then, should not congress repeal the Io 
per cent. tax which was imposed under con- 
ditions which were totally different from those 
of to-day. This is nota wartime. The Io per 
cent. tax isa relic of the past. Let the state 
banks issue circulating notes restricted by legis- 
lative provisions, one of which should be that 
securities for the issues be absolutely beyond 
question. If to the end of safe security, state, 
county and municipal bonds should be taken, 
the currency system would be self-adjusting, a 
demand would be created for these bonds, the 
banks would gladly purchase and carry them 
and the interest could be devoted to building 
up home industries and stimulating home en- 
terprises, instead of being sent to distant states, 
as is now the case. 

This system of state bank issues, in addition 
to the national system, or something better, and 
metallic money, would amply supply with 
currency all sections of the country at all 
seasons. 

At the conclusion of Mr. Godwin’s address, 
Col. J. L. Hutton, A. J. Rooks and D, W. 
Schofner, each made a few remarks on state 
supervision of banks. Supervision by the state 
was heartily indorsed by each of these gentle- 
men, Mr. Rooks, however, opposing the propo- 
sition that the bank examiner be paid, since this 
would open a way for a selection, based on pol- 
itical motives, rather than a choice of a compe- 
tent banking man. 

At the evening session, John W. Faxon, of 
Chattanooga, read a paper on the ‘‘ History of 
Banking in Tennessee to 1865.” 

There were no banks during the early times 
in Tennessee. Pelts of animals largely com- 
posed the circulating medium. Most of the 
trading was done by simple barter, As the 
country grew older, however, the elements of 
banking naturally began to appear. A school 


fund which rather exceeded the very modest 
educational demands of the community, was 
among the first sums of money upon which 
banking operations were based. This money 
was placed in the hands of the sheriff, who, on 
** court day,” loaned it out at the legal rate. 

The first organized bank in the state, named 
the Bank of Nashville, was organized in 1807. 
It found such favor in the eyes of the people 
that they petitioned for the establishment of a 
branch of the United States Bank in the state. 
In this, after opposition by the legislature, they 
were successful. The United States Bank con- 
tinued in existence until 1832. 

Tennessee's first panic came in 1820. Exces- 
sive depreciation in the value of lands and 
slave property, compelled the legislature to take 
measures of relief, and as a result the bank of 
the State of Tennessee was founded, and in it 
were placed all state funds. This institution 
was abolished in 1833 and its assets placed in 
the Union Bank which, until wrecked by the 
civil war, was one of the soundest banking in- 
stitutions in the country. 

The year 1838 ushered in one of the darkest 
epochs in the financial history of the state. 
Owing to gross speculation, inflation of the cur- 
rency, etc., all the banks of the state suspended 
specie payments and the credit of the entire 
western banking system became exceedingly 
weak, After 1843, however, the reaction came. 
From theclose of that year until 1853, banking 
in Tennessee saw a period of unprecedented 
prosperity. Banks without number were estab- 
lished and the country was flooded with gaudily- 
colored, generally worthless, bank notes. The 
resulting excessive expansion of the currency 
greatly injured the credit of the older institu- 
tions and materially reduced their profits. 
Among these older banks was the Bank of Ten- 
nessee, which had opened its doors at the flood- 
tide of the disastrous period ot '38, but had 
nevertneless been phenomenally successful. It 
degenerated in the later fifties and at the open- 
ing of the war had become a part of a political 
machine, run entirely for the good of politicians, 
and with the utmost indifference to sound bank- 
ing methods. During the war it hada stormy 
career. Its history records the flight of the 
officials with the strong box and much dodging 
to escape the federal forces. Successful in this, 
after numerous narrow escapes, a large portion 
of the funds were lost in the failure of the Ten- 
nessee National Bank; and the Bank of Tennes- 
see, after a most tempestuous and varied career, 
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at length gave up the ghost. The circulation 
of the bank has been almost entirely redeemed 
by the state which, however, repudiated the 
deposits. 

Perhaps the most conspicuous feature of 
banking in Tennessee before the war was the 
immense profit there was in it for the banks. 

A. W. Brockway, of Brownsville, read an in- 
teresting paper on ‘‘Some Facts Touching 
Ancient and Modern Banking.” 

The business of banking on a wider scale 
than is appreciated by the general public was in 
operation many centuries before the christian 
era. The oldest bank note probably was issued 
by the Chinese government about 1697 B. C. 
It was printed on paper made of the fibre of 
mulberry leaves, and was not in form and gen- 
eral import at all unlike those used at the 
present time. Egri & Co. were a flourishing 
firm of bankers in Babylon about 700 B.C. The 
Bank of New Ilium may be mentioned as the 

. leading concern in Troy during the second cen- 
tury before the christian era, 

The first ten centuries, Anno Domini, seem 
to be entirely barren of record of public banks, 
In 1171 the Bank of Venice was established. It 
remained in existence for almust a thousand 
years, till 1797, was the chief instrument of the 
immense commerce of Venice, and at all times 
excited the admiration of Europe. The Bank of 
Genoa was founded in 1407; the Bank of Barce- 
lona in 1401; the Bank of Amsterdam in 1609; 
the Bank of France in 1716; and, greatest of all 
of these great institutions, the Bank of England, 
in 1694. It is said that this last mentioned 
bank is the father of modern banking. This, 
however, is disputed by some authorities, Soon 
after the establishment of the Bank of England, 
numerous other similar institutions sprung up 
in Great Britain, a number of which are con- 
ducting a large and active business to-day. 
Coming to our own country, it may be said that 
during the colonial period but little banking 
was done, owing to the fact that even to a com- 
paratively late date business transactions were 
conducted on a barter basis. 

The history of banking in the United States 
had its beginning in 1781, when Robert Morris 
submitted to Congress a plan for a national 
bank, which was adopted. The bank was char- 
tered under the name of The President, Directors 
& Co. of the Bank of North America, and did a 
great amount of good. 

As the result of a powerful appeal from Alex- 
ander Hamilton for a First Bank of the United 
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States, such a bank was established in 1791, and 
made an excellent record for itself. The renewal 
of the charter was denied only by the casting 
vote of Vice-President Clinton. Although a few 
state banks were then established, the condition 
of national finances became so deplorable that 
in 1816 a bill was passed by congress again es- 
tablishing the Bank of the United States, which, 
after a varied history of several years, went 
into liquidation, President Jackson having: ve- 
toed the bill to re-charter it, owing in part to 
political reasons and to general bad manage- 
ment. After the suspension of the Bank of the 
United States, state banks sprung up in large 
numbers. Although there was much adverse 
legislation with regard to them, at the outbreak 
of the civil war, several hundred were in exist- 
ence, and during the early part of the struggle 
rendered material aid to the government. But, 
owing to the unusual exigencies of the time, 
Congress, on the recommendation of Secretary 
Chase, authorized the national banking system 
which, after a trial of nearly thirty years, may 
be pronounced the best system in existence, 

The national banks now number about 4,300, 
Of state bankers and private bankers throughout 
the states there are probably 9,000. 

Looking over past centuries, and particularly 
the one now closing, it is noticeable that banks 
have been fearfully wronged and swindled by 
their customers, but while there have been cases 
of dishonesty among banks, the instances are 
rare, and it may truly be said that through the 
entire history of banking has run the golden 
thread of honesty and success, 

A short paper was read, which was prepared 
by C. W. Schulte, of Memphis, on the ‘‘ Bless- 
ings of the Dullness of trade.” 

Mr. Schulte said that the banks and people 
have been going too fast, and need a breathing 
spell. If this breathing spell or dull period had 
not come, the banks and individuals, who were 
piling up liabilities they could not ultimately 
provide for, would by this time have been star- 
ing ruin in the face. Dullness of trade is the 
result of our prosperity. 

‘*The Educated Banker” was the subject which 
Col. R. Dudley Frayser, president of the Mem- 
phis City Bank, took up for consideration. 

This age, he said, is one of specialization, Men 
are beginning to realize that one intellect cannot 
span the vast realm of wisdom and knowledge, 
and that it is best to narrow and concentrate 
their energies. Schools of law, of theology, of 
medicine, of engineering, have arisen and have 
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done immeasurable good, both to those who 
have studied in them and to the world at large. 
Why then should there not be schools of bank- 
ing. Banking certainly is a science, and in 
many respects as complicated as any. The 
financial questions which must be solved are as 
difficult and of an importance as vital to human- 
ity and individuals as any arising in law or 
medicine. It would seem that schools of bank- 
ing and finance should be established. The 
importance of such institutions has in fact been 
realized. The American Bankers’ Convention 
has sent Professor James to Europe to study 
the methods of the schools of finance there. 
There is a fair prospect that the banker of the 
future will be educated in his calling, 

The next paper was read by C. F. M. Niles. 
of Memphis. Mr. Niles took for his subject 
‘**City and Country Banks in their Mutual Re- 
lations.” 

He confined himself in large measure to the 
benefit and advantage which both city and 
country banks derive from business intercourse 
with each other. A sound and stable city cor- 
respondent is to the country banks in all cases a 
great convenience, and in many a positive ne- 
cessity. On the other hand, the city banks of 
the present day could not achieve the greatest 
success without outside connection and particu- 
larly the deposits of country banks. Also expe- 
rience has taught the city banks the efficiency 
of making collections through country corres- 
pondents. Safety and promptness are requisites 
in this branch of the business, and the banker 
will at once perceive that these can best be ac- 
complished by a direct correspondent. But the 
advantage of dealing with each other being 
mutual, the city and rural bankers standing 
almost in the relation of partners, it is necessary 
for the accomplishment of the best results that 
relations of the utmost fairness, cordiality and 
courtesy should exist between them. 

C. H. Ferrell, of Humbolt, discussed the 
question, ‘‘ Should there be a contract Rate of 
Interest, and How Would it Affect the Prosperity 
of tbe State and Country ?” 

After citing the usury statutes of the various 
States, showing that in almost all penalties are 
provided for the taking of more than legal in- 
terest, Mr. Ferrell said; ‘‘ I think that the rate of 
interest, being liable to so many circumstances 
of variation, should not, in any case, be fixed 
by statute, but should be left entirely to the 
discretion of the parties concerned.” It is 
claimed that if the law did not put a limit to the 
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legal rate, men would charge exorbitantly for 
their money. The answer is, allow free com- 
petition, in which case the man who would take 
an excessive rate of interest could notlend. As 
things are now, the borrower is thrown com- 
pletely into the power of the remorseless 
**money sharks.” The law-abiding money 
lender, when the use of money becomes more 
valuable than the legal rate of interest, refuses 
to lend, and the needy borrower must fall back 
on those who will lend, but who do so at an 
illegal rate, and, since they are conscious of the 
scarcity of money owing to its withdrawal from 
the market, and realize that they are breaking 
the law in any event, are outrageously exor- 
bitant. 

In every loan of money there are two features 
to be considered, namely the value of the use, 
and the risk involved. These naturally greatly 
varying under different conditions, is it not 
wholly unjust that the lender of money can not 
provide for these variations by charging the 
amount of his compensation as he would do 
with other commodities ? 

The interest Jaws of Tennessee are so framed 
as to drive money away from the state. The 
result is, its vast wealth is undeveloped, the 
average Tennessean is a poor man. What our 


people want is free trade in money. 


* 
* * 


SourH Dakota BANKERS’ CONVENTION.—On 
May 25th the bankers of South Dakota held their 
annual convention at Madison. Hon. John 
McHugh, of Iowa, addressed the convention on 
‘* The Good Banker,” and Hugh J. Campbell on 
‘*‘Law Pertaining to the Insertions of Gold Coin 
in Mortgage Loans.” Both papers were able 
and instructive. A banquet was served the 
bankers by some of the ladies of the city, which 
was greatly appreciated. Various toasts were 
responded to in witty and serious vein. The 
convention was in every particular a great suc- 
cess. 


* 

To Srop BuyinG SILVER,— WASHINGTON, July 
14.—Senator Sherman has introduced a bill re- 
pealing that part of the present Silver act which 
provides for monthly purchases of bullion, 

The repeal is to take effect Jan. 1 next. 


* 
* * 

THE engagement by the Bank of North Amer- 
ica, of Philadelphia, of public accountants of 
recognized standing, for the systematic auditing 
of its accounts, is an innovation that might be 
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followed by banks generally to their advantage 
and that of the community. 

The following is a copy of a statement issued 
by the bank to its stockholders, presenting the 
accountants’ certificate of their second audit of 
the bank. It should prove interesting as an il- 
lustration of the method employed: 


THE BANK OF NORTH AMERICA. 


The president and directors having again 
employed Messrs. Heins & Whelen, Public Ac- 
countants, to make the periodical examination 
of the assets and liabilities of this bank, take 
pleasure in presenting to its stockholders and 
the public their Second Annual Report, as an- 
nexed, showing the condition of the bank, July 
Ist. 1892. 


Philadelphia, July 5, 1892. 


John H. Michener, President, 
The Bank of North America, 


Dear Sir:—We respectfully report that, pur- 
suant to your instructions, we have audited all 
the accounts of 


THE BANK OF NORTH AMERICA, 


for the year from July 1st, 1891, to July Ist, 
1892, and found the same to be correct. 

We examined each note and investment held 
on the 1st day of July instant, counted all the 
cash on hand, verified the amounts due from 
and to other banks, and balanced the accounts 
between the bank and its depositors. 


We do hereby certify that the following is a 
true and correct statement of the condition of 
the Bank of North America, on the 1st day of 
July instant; the same agreeing with the items 
called for by its books of account, as per detail- 
ed schedules submitted to you, to wit: 


$9,980,234.76 
7:379,971.89 


Total assets. 
Total liabilities 


2,600, 262.87 
Capital $1 ,000,000.00 
Surplus & Undivid- 
ed profits 1,600, 262.87 
$2,600,262.87 
Respectfully Submitted, 
Heins & WHELEN, 
Public Accountants and Auditors. 
No. 508 Walnut Street. 
a*x 
FREE COoINAGE.—Foliowing is the text of the 
bill which recently passed the Senate, but which 
now lies dormant at the foot of the House cal- 
endar, a majority of that body voting not to 
give the measure immediate consideration: 


That the owner of silver bullion may deposit the same 
at any mint of the United States, to be coined for his 
benefit, and it shall be the duty of the proper officers, 
upon the terms and conditions which are provided b 
law for the deposit and coinage of gold, to coin suc 
bullion into the standard dollars authorized by the act 
of Feb. 28, 1878, entitled “‘ An act to authorize the coin- 
age of the standard silver dollar,and to restore its legal 
tender character;’’ and such coins shall be legal tender 
for all debts and dues, public and private. The act of 
July 14, 1890, entitled “An act directing the purchase 
of silver bullion and the issue of treasury notes hereon 
and for other purposes,”’ is repealed. 

Provided that the secretary of the treasury shall 
proceed to have coined all the silver bullionin the 
treasury purchased with silver certiticates. ‘ 


* 
* * 

THE PEOPLE’S PARTY PLATFORM.—The follow- 
ing is the financial plank in the platform of the 
People’s Party: 

We demand a currency, safe, sound and flex- 
ible, issued by the general government only, a 
full legal tender for all debts, public and private; 
and, without the use of banking corporations, a 
just, equitable and efficient distribution, direct 
to the people, at a tax not to exceed 2 per cent., 
to be provided as set forth in the sub-treasury 
plan of the Farmers’ Alliance, or some other 
system; also by payments in discharge of its 
obligations by public improvements. We de- 
mand the free and unlimited coinage of silver. 
We demand that the amount of the circulating 
medium be speedily increased to not less than 
$50 per capita. We demand a graduated in- 
come tax. We believe that the state money 
should be kept as much as possible in the hands 
of the people, and hence we demand that all 
national and state revenues shall be limited to 
the necessary expenses of the government, 
economically and honestly administered. We 
demand that postal savings banks be established 
by the government for the safe deposit of the 
earnings ot the people, and to facilitate ex- 
change. 


* 
* * 


BRIEFS RECEIVED. 

WE acknowledge the receipt of the brief of 
the defendant in error in the case of The City of 
Anthony v. The State of Kansas, which has 
been sent us by Shepard, Cherry & Shepard, 
Attorneys, of Salt Lake City. 

The case is an interesting one involving the 
construction of the Kansas statute of 1889, lim- 
iting the lawful bonded indebtedness of cities 
of the second class to Io per cent. of the assessed 
value of taxable property within the city. The 
defendant in error insists that the city of An- 
thony having, as is alleged, issued bonds in ex- 
cess of Io per cent. of the assessed value of 
property to pay off the city debt, such bonds are 
illegal and, being so from their inception, are 
void in the hands of any purchaser, however ig- 
norant of their illegal character. The officers 
who issued the bonds, it is further contended, 
were not the sole judges as to the legality of 
the act. The determination of the limits of their 
power does not and did not rest in their own 
hands. The matter should have been deter- 
mined by some express and definite record of a 
public character. 





